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REPORT  OF  THE  SPECIAL  JOINT  COMMITTEE  ON 
TAXATION  AND  RETRENCHMENT 


April  1,  1920 
To  the  SeTuUe  amd  Assembly: 

The  Special  Joint  Committee  on  Taxation  and  Ketrenduneot 
was  instructed  by  joint  resolution  to  investigate  and  report  on  the 
possibility  and  the  methods  of  securing;  retrenchment  in  gorern- 
mental  expenditures,  especially  in  the  cities  and  countiea.  It  was 
found  that  the  running  expenses  of  State  and  local  government 
in  the  State  of  N'ew  York  for  1918  were  $436,000,000.  For 
lfl20  the  figure  cannot  be  below  $500,000,000,  or  approximately 
$250  for  the  average  family  of  five.  It  was  also  foimd  that  of 
this  total  the  expenses  of  the  State  government  were  17  per  cent, 
the  remaining  83  per  cent  being  the  costs  of  city,  village,  town  and 
county  government. 

As  a  means  of  gaining  first-hand  information  on  the  problems 
of  municipal  administration  and  finance,  your  committee  has  held 
conferences  with  the  rraponsible  city  officials  of  45  cities.  This 
list  includes  all  first  class,  all  second  class,  and  35  of  the  49  third 
class  cities  of  the  State.  Similar  conferences  were  held  with  the 
repreaentatives  of  a  majority  of  the  counties  of  the  State  and  with 
the  State  Department  of  Education.  These  meetings  were  held 
at  ei^t  central  points,  at  which  the  municipal  and  county  officials 
were  invited  to  meet  with  the  committee. 

The  proceedings  of  the  committee  have  been  strictly  informal, 
and  the  powers  of  the  committee  to  "  subpoena  witnesses  and 
compel  the  prodnction  of  books,  records,  papers  and  documents  " 
have  been  entirely  unnecessary  in  view  of  the  helpful  interest, 
ready  cooperation  and  genuine  hospitality  extended  in  every 
section  of  the  State.  In  spite  of  blizzards  and  budget  making  the 
municipal  and  oounty  officials  have  taken  time  to  meet  with  your 
[S3 

Doni/catyCoO^^Ic 


6  Report  of  the  Special  Jorsr  Committee 

committee  to  discuss  the  financial  and  administrative  problems  of 
local  govermnent. 

In  pursuit  of  the  problem  of  retrenchment  in  local  government 
your  committee  has  been  forced  to  take  under  ccoisideration  a 
large  number  of  the  most  important  problems  of  local  government. 
Such  questions  as  budget  making,  bonding,  pensions  and  pension 
funds,  audits,  elections,  tax  collection,  central  purchasing,  salary 
standardization,  accounts,  sinking  funds,  tax  calendars,  deficien- 
cies, tax  rates,  tax  limits,  tax  exemptions,  assessments,  equaliza- 
tion, revenue  policies,  mandatory  l^slation,  home  rule,  the  rela- 
tion of  schools  to  the  city  government,  and  the  entire  question 
of  local  governmental  organization  have  necessarily  arisen  in  the 
normal  course  of  this  investigation.  It  is  obviously  impossible 
within  the  time  limits  allowed  to  dispose  of  these  many  compli- 
cated and  controversial  problems.  The  committee  has  therefore 
adopted  the  policy  of  presenting  for  the  consideration  of  the 
Legislature  the  facts  collected  bearing  on  the  major  issues  together 
with  certain  general  recommendations  as  to  policy  and  a  few 
specific  recommendations  and  bills  for  immediato  adoption. 

The  report  of  the  Committee  is  divided  into  two  main  sections. 
Section  I  deals  with  retrenchment  in  city  government,  and  sec- 
tion II  contains  a  similar  discussion  of  retrenchment  in  county 
government. 

The  Committee  acknowledges  its  obligation  to  city  and  county 
officials  both  for  their  intelligent  cooperatitm  in  this  task  and 
for  the  many  practical  economies  which  they  have  su^^ted  from 
the  wealth  of  their  experience.  The  State  Tax  Department,  the 
State  Comptroller  and  the  State  Department  of  Education  have 
rendered  very  valuable  assistance.  The  Committee  has  been 
fortunate  in  the  selection  of  its  advisory  staff  and  counsel,  and 
wishes  to  express  its  appreciation  of  the  services  rendered  by  Hr. 
Stewart  F.  Hancock,  Corporation  Counsel  of  the  City  of  Syracuse ; 
Honorable  John  C.  Davies,  ex-Attorney-General  of  the  State  of 
New  York ;  Mr.  Arthur  L.  Andrews,  Corporation  Counsel  of  the 
City  of  Albany;  ^r.  WiUiam  P.  Capca,  Secretary  of  the  Mayors' 
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Confereaice  and  director  of  the  State  Bureau  of  ifuiiicipal  Infor- 
matioii;  and  Mr.  Luther  H.  Gulick,  of  New  York  City,  who  ha? 
seted  as  chief  of  the  committee's  atafF  in  the  preparation  of  this 
nport 

FREDERICK  M.   DAVENPORT, 
FRANKLIN  W.  JUDSOX, 
JOHN  J.  BOrLAN. 
PETER  A.  ABELES, 
J.  A.  MoGINNIES, 
EDWARD  J.  FLYNN. 
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Orowing  ExpenditnreB  and  Steps  Toward  Econoa^  in  Mnnicdpal 

OoTenuneiit 

The  Special  Joint  Committco  on  Taxation  and  Retrenchiuent 
lias  80  conducted  its  conferences  with  city  officials  aa  to  bring  to  the 
surface  all  concrete  and  epecihc  suggestions  by  which  muoicipal 
go\'emmeiit  in  this  State  may  be  made  more  economical.  Rising 
costs  for  supplies  and  materials  and  for  personal  service  during 
ihe  past  few  years  have  inevitaUy  cau.sed  a  marked  increase  in 
municipal  budgets  and  tax  levies.  Eeaponeible  city  officials  from 
all  parts  of  the  State  have  stated  that  this  movement  has  not 
retched  its  climaz  in  the  16<20  budgets.  Further  increase  seems 
inevitable. 

The  causes  for  t^is  marked  increase  in  the  costs  of  city  govern- 
ment  in  this  State  are: 

1.  The  very  rapid  increase  in  the  appropriations  devoted 
to  education. 

2.  The  extension  of  government  into  new  tields  of  activity, 
such  as  parks,  playgrounds,  nursing,  Americanization,  health 
cdncatiwi,  etc. 

3.  The  need  for  extended  city  improvements  partly  to 
make  up  for  the  long  period  of  inactivity  during  the  World 
War  and  partly  to  meet  the  new  standard  of  service  and 
equipment  demanded  of  the  city  by  the  people. 

4.  The  expansion  of  mnnieipal  services,  snch  as  tire  and 
police,  to  render  more  and  better  service  in  response  tc  popu- 
lar demands. 

5.  The  "  enthusiasm  and  desire  of  department  heads  to 
render  greater  service  "  and  to  expand  their  departments  — 
as  Mayor  Stone  of  Syracuse  put  it. 

6.  The  change  in  the  value  of  the  dollar  and  the  new  price 
level,  or  as  Mayor  WalHn  of  Tonkers  stated  it :  "  You  are 
going  through  a  period  of  increased  expenditures  as  pxprcasc:! 

[II] 
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in  dollars  but  not  an  actual  increase  when  you  consider  the 
value  of  the  dollar." 

7.  Inappropriate   and   poorly   functioning  governmental 
organization. 

8.  Inefficiency  and  waste. 

The  Road  to  Cheaper  Oovern-ment 

An  examination  of  this  brief  Btatement  of  the  chief  causes  of 
increasing  expenditures  indicates  the  possibilities  and  the  limits 
of  cheaper  government.  Inefficiency  and  waste  can  and  must  be 
eliminated,  tlnaatisfactory  governmental  organizations  should 
be  replaced.  The  demand  of  the  people  for  better  service,  for 
new  improvements  and  for  the  refinements  of  government  must 
be  placed  in  proper  perspective  by  a  sound  budget  system  which 
will  show  the  inevitable  expenses  of  the  new  governmental  stand- 
ard. The  expansive  enthusiasm  of  department  heads  should  "be 
held  within  proper  limits  by  the  centralization  of  authority  over 
the  city  budget  in  the  hands  of  a  single  individual  or  body  directly 
responsible  for  the  tax  rate.  The  mounting  expenditures  for 
education  demand  the  most  careful  consideration. 

Since  the  city  and  the  State  can  do  nothing  to  deflate  the 
currency  and  bring  up  the  value  of  the  dollar,  increased  appro- 
priations for  ealariee  and  supplies  are  inevitable.  In  recogni- 
tion of  this  Comptroller  Evens  of  Binghamton  said  to  the  com- 
mittee: 

"  The  increasing  cost  of  government  is  the  same  as  with 

a  private  corporation.    We  have  to  go  out  and  buy  the  stuff. 

We  cannot  steal  what  we  use  in  our  pavements,  Or  offices, 

or  anything  like  that." 

The  higher  standard  for  governmental  service,  which  means 
in  almost  every  case  a  higher  cost  for  that  service,  was  commented 
upon  1^  many  of  the  city  officials.  Mayor  Carlson  of  James- 
town stated  that  in  his  opinion  the  growing  demand  for  public 
improvements  was  such  that  city  expenditures  would  keep  on 
rising  even  if  high  costs  should  continue.  Mayor  Edgerton  of 
Rochester,  one  of  the  most  experisnoed  of  our  mayors,  informed 
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the  committee  be  was  satisfied  that  tte  people  will  increasingly 
demand  better  and  more  extenflive  aenrvice  from  the  government. 
Comptroller  Evens  stated  the  matter  succinctly  in  these  words: 
"  There  is  no  taxpayer  that  would  be  eatiafied  today  to  get  the 
same  kind  of  treatment  that  he  got  five,  six,  seven  or  ten  years  ago. 
He  has  to  have  more  things  done  for  him  every  year." 

Hunict'pal  Salaries  and  Municipal  Effciency 

The  city  officials  with  whom  your  committee  has  been  in  con- 
ference throughout  the  State  have  said  very  little  directly  with 
regard  to  the  inadequacy  of  present  municipal  salaries.  Between 
the  lines  of  the  testimony,  however,  one  cannot  help  but  read 
the  genuine  need  for  substantial  increases  in  the  salaries  of 
elected  executive  officials  and  appointive  administrative  officials 
whose  salaries  ha^e  been  fixed  in  the  city  charters  or  in  special 
acts.  It  must  be  remembered  that  in  our  larger  cities,  the  salary 
ratea  fixed  by  charters  were  adopted  in  the  period  1895  to  1905. 
As  &  result,  the  present  compensation  is  inadequate.  In  many 
cities  it  has  reached  the  place  where  the  most  important  offices 
do  not  afford  sufficient  compensation  to  make  it  possible  for  the 
ordinary  self-supporting  American  citizen  to  accept  public  office, 
or  to  devote  himsrlf  solely  to  his  public  work  if  selected.  This 
condition  is  not  wholesome  in  a  free  bind.  It  does  not  make  for 
efficient  and  economical  administration.  Increases  in  salaries  and 
wages  of  low  paid  employes,  such  aa  policemen,  firemen,  and 
skilled  and  unskilled  labor,  made  necessary  by  the  high  cost  of 
living,  have  resulted  in  increases  in  the  tax  levy.  The  pay  of 
these  larger  groups  of  city  employes  has  been  raised  several  times 
within  the  last  four  years.  And  now  administrations  are  forced 
to  recognize  the  need  of  the  general  employes  of  the  city.  The 
city  today  must  compete  with  the  demand  for  belj)  in  commercial 
and  industrial  lines.  This  is  so  great  that  unless  the  pay  is 
fixed  at  a  rate  which  is  fair  under  the  existing  plane  of  high 
salaries,  the  city  is  liable  to  lose,  and  in  many  instances  is  losing 
the  services  of  men  and  women  whose  experience  especially  fits 
them  for  efficient  public  service.  The  demand  by  the  public  for 
more  and  better  service  is  making  it  necessary  for  eitioa  to  engage 
mly  full  tjtno  nnd  expert  officisl^    nnd  employes.  ( '         I  - 
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While  your  committee  does  not  believe  in  maintaining  all  of  the 
snlaried  ofHciale  now  provided  in  the  various  cities,  it  wishes  to 
call  attrition  to  the  genuine  need  of  increasing  the  salaries  of 
those  which  are  maintained  as  nocessaiy  to  the  control  and  man- 
agement of  municipal  government 

Governmental  ReorgamzaOon 

The  responsible  citj  officials  of  the  State  aro  almost  unanimous 
in  the  opinion  that  departmental  organization,  and,  in  niaiiy 
cases,  the  overhead  organization  aa  well,  is  so  set  up  that  it  ciin- 
uot  produce  the  maximum  o£  efficiency  and  economy.  Mayor 
Hylan  of  New  York  City  stated  to  the  committee: 

"  There  is  little  doubt  that  greater  economy  and  better 
service  could  be  effected  by  the  regrouping  of  certain  city 
departments  so  as  to  consolidate  certain  functions  of  city 
administration,  such  aa  the  inspection  of  buildings  and  the 
care  of  the  sick,  infirm  and  indigent  which  are  now  handled 
by  a  number  of  departments  resulting  in  confusion,  delay 
and  inconvenience  to  the  public  and  greater  cost  to  the  city." 

The  city  manager  of  Niagara  Falls  testified:  "Aa  I  have  been 
ein2)loyed  in  other  cities  it  seems  in  many  cases  that  superfluous 
ofticcs  could  be  cut  out  without  injuring  the  efficiency  of  the  gov- 
ernment." Commissioner  Heald  of  Buffalo  remarked:  "There 
are,  no  doubt,  here  and  there  in  the  departments  places  where 
economy  can  be  effected."  In  Syracuse,  it  was  felt  that  executive 
icorganization  was  necessary  as  a  step  toward  economy;  in  Nor- 
wich, overlapping  engineering  functions  which  entail  unnecessary 
expenditures  were  cited;  in  Oswego,  Dunkirk  and  Coming  the 
abolition  of  independent  executive  boards  was  put  forward  aa  the 
first  step  toward  more  efficient  and  cheaper  government.  Mayor 
Wallin  of  Yonkers  explained:  "  We  have  been  stru^ling  along 
with  a  form  of  government  with  overhead  charges  much  larger 
than  they  need  be  for  a  city  our  size."  The  position  of  Mayor 
Bums  of  Troy  was  expressed  as  follows: 

"  I  believe  in  a  simple  form  of  government  both  for  the 
State  and  for  the  municipalities.     I  think  mon^  is  being 
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wasted  in  both  city  and  State  to-day.  It  can  bo  simplified. 
My  impression  is  that  there  are  afficers  under  the  second  class 
charter  which  could  be  eliminated  under  a  more  simplified 
government.  I  would  eliminate  the  city  treasurer.  He  is 
only  a  fignrehead,  only  a  finance  clerk  in  your  second  class 
cities.  In  your  public  safety  department  your  chief  of 
police  is  only  a  figurehead.  *  *  *  j  would  wipe  the 
board  of  aldermen  out  the  first  sweep." 

If  these  pages  permitted  it,  similar  testimony  could  be  adduced 
from  a  majority  of  the  cities  of  Uie  State.  In  some  cities,  the 
changes  recommended  are  less  swe^ing,  relating  to  the  functions 
of  but  a  single  department,  while  in  others  they  amount  to  a 
peaceful  revolution.  The  underlying  purpose  of  all,  however, 
is  the  demand  for  the  abolition  of  unnecessarily  cumbersome  and 
complicated  machinery  and  the  substituticoi  of  simple,  unified 
and  economical  governmental  organization.* 

Ventral  Piuvhating 

The  cities  of  the  State  are  wasting  immense  sums  of  mon^ 
annually  through  their  unbusinesslike  methods  of  purchasing. 
Very  few  have  established  central  purchasing  offices.  The  officials 
of  many  cities  testified  that  the  lack  of  Eystematic  purchasing  haa 
increased  governmental  costs,  and  advocated  central  purchasing 
as  a  means  of  economy.  Troy,  Lackawanna,  Coming  and  Dun- 
kirk were  especially  alive  to  this  need.  The  cities  which  have 
adopted  this  essential  business  reform  were  enthusiastic  in  its 
support.  In  reply  to  the  question :  "  Do  you  think  it  is  in  the 
interest  of  economical  and  efficient  government  to  purchase 
throng  a  purchasing  agent  1 "  Mayor  Stone  of  Syracuse 
iiDswered :  "  It  is  elementary  in  business,"  and  stated  that  the 
experiment  had  worked  "  particularly  well "  in  Syracuse.+ 

IrUereH  Paymenia  and  Receipts 

Many  of  the  cities  of  the  State  are  paying  interest  on  tempo- 
rary loans  which  might  be  saved  if  the  taxes  were  collected  early 
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enough  in  the  fiscal  year  to  make  temporary  borrowing  unneces- 
aary.  In  Utiea,  for  example,  the  taxes  are  not  collected  until 
September  for  a  fiscal  year  beginning  the  previous  January  1. 
For  two-thirda  of  the  year  the  city  ia  forced  to  operate  on  funds 
borrowed  at  a  rate  of  4  to  5  per  cent  interest.  The  cost  of  this 
eyatem  in  TJtica  for  1919  alono  ia  pla^^ed  at  $20,000,  In  Syra- 
cuae  the  coat  ia  $50,000.  In  New  York  city  the  comptroller  has 
stated  that  the  coat  ia  approximately  $3,000,000  annually.  Mayor 
Burna  told  the  Committee  that  Troy  had  abolished  thia  system 
by  advancing  the  date  of  tax  collection,  thereby  saving  $42,000 
a  year.  Mayor  Cox  of  Middletown  baa  accomplished  an  annua) 
aaving  of  $7,000  by  the  inaugHration  of  the  same  polifT'.  Sche- 
nectady is  now  in  the  proceas  of  advancing  its  date  of  tas 
collection. 

While  it  has  been  Jnipoaaible  for  this  Committee  to  makt^  a 
complete  estimate  of  the  saving  that  can  be  made  by  advancing 
the  dates  of  tax  collection  in  the  score  or  more  citiea  that  now 
collect  anywhere  from  three  to  nine  months  after  the  beginning  of 
the  fiscal  year,  an  eatimate  based  on  payments  of  1919  indicates 
a  possible  saving  of  between  three  and  four  millions  of  dollars 
per  year, 

A  second  interest  trjinsaction  in  which  many  cities  are  waatinf; 
money  is  that  of  the  deposit  of  public  funds  with  the  banks.  In 
spile  of  the  fact  that  Syracuse  ia  securing  3^3  per  cent  on  monthly 
balances,  Uticii  31^  per  eent  on  daily  balances  and  many  other 
citiea  from  2  per  cent  up,  there  are  atill  some  citiea  that  are  draw- 
ing nothing.  They  arc  lending  their  money  to  the  bankers  with- 
out receiving  anything  in  return.  In  a  few  cases,  the  city  officials 
testified  that  some  of  this  aamo  money  is  borrowed  back  for  gov- 
ernmental purposes  at  6  per  cent.  Under  present  conditinna, 
every  city  should  receive  at  least  21/^  per  cent  interest  on  daily 
balances.  In  the  appendix  of  thia  report  will  be  found  a  tabula- 
tion showing  the  interest  received  at  the  present  time  by  the  cities 
of  the  State. 

Borrowing  at  high  rates  from  local  bankers  ia  another  abuse 
which  baa  been  bronght  to  the  attention  of  the  Committee,  There 
seenia  to  be  no  reason  why  the  cities  should  be  refjuired  to  borron- 
locally  at  high  rates  of  interest,  thereby  decreasing  the  already 
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limited  supply  of  capital  locally  available  for  business  purposes, 
when  a  cheaper  borrowing  market  is  available  nearby.  Any 
adniinistratiou  that  is  ready  to  put  economy  ahead  of  petty  politics 
will  endeavor  to  secure  loans  for  the  city  at  the  lowest  possible 
rate. 

Where  present  charter  provisions  stand  in  the  way  of  an  ade- 
quate return  on  the  people's  money,  or  of  a  fair  interest  rate,  the 
need  fco-  charter  amendment  is  dear. 

Municipal  Bondmg 

In  years  gone  by  there  has  been  much  extravagant  and 
unsound  bonding  by  the  cities  of  this  State.  In  recent  years,  we 
are  glad  to  report,  the  practice  of  bonding  for  current  expenses 
or  for  longer  than  the  usefulness  of  the  improvement  to  be  financed 
has  been  discontinued  as  a  result  of  more  enlightened  city  admin- 
istration. Though  the  practice  has  now  disappeared,  it  would 
not  be  difScult  to  secure  a  remarkable  exhibit  of  vicious  bonding 
by  New  York  cities.  A  notable  example  is  Mount  Vernon  with 
thirty-year  serial  bonds,  to  meet  a  deficiency  in  current  revenues, 
so  arranged  that  the  first  installment  should  fall  due  at  the  expira- 
tion of  fifteen  years.  There  is  more  than  one  city  with  bonds 
still  outstanding  on  improvements  that  have  been  replaced  several 
times.  Osw^o  is  still  in  the  business  of  financing  the  railroads 
by  reason  of  bonds  issued  in  1866.  Other  citiee  also  reported 
outstanding  railroad  bonds  which  were  issued  "  when  the  Indians 
were  here,"  New  York  city  has  the  distinction  of  the  longest 
municipal  bond  issue  in  the  United  States.  Serial  bonds  were 
issued  for  highway  improvement  maturing  over  a  period  of  278 
years  at  7  per  cent  interest,  the  last  falling  due  in  2147  A.  D. 
It  is  clear  from  these  notable  instances  that  sound  bonding  policies 
are  essential  in  achieving  economy  in  municipal  government. 
This  fact  was  emphasized  before  your  Committee  in  almost  every 
hearing  by  the  city  officials  o£  the  State.* 

Eleetiotu  '•    '.     '      '')^ 

The  present  election  law  is  universally  criticised  aa  unneces- 
sarily expensive.  The  most  frequent  criticism  has  to  do  with  the 
~*Sm  CbivUT  V. 
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section  of  the  law  limiting  the  size  of  the  election  district  Mayor 
Josslyu  informed  the  conunittee  that:  "Elections  now  cost  ahout 
80  cents  a  vote  in  the  city  of  Watervliet  and  an  improvement 
ihould  be  made  by  enlarging  the  election  districts."  Oity  Attor- 
ney J.  A.  C.  Eelley  testified : 

"  I  was  on  the  election  board  under  the  old  city  government 
and  five  of  ub  canvaeeed  as  high  as  1,200  votes,  that  is  1,200 
voted,  and  the  votes  were  canvassed  in  one  election  district. 
Of  course  I  would  saj  that  is  too  many,  but  it  seems  to  me 
that  600  or  700  in  an  election  district  can  be  handled  very 
easily  either  by  machines  or  paper  ballot" 

In  Albany,  where  ballots  are  used,  the  feeling  was  that  districtn 
should  be  increased  to  at  least  500  voters.  The  city  officials  aro 
agreed  on  the  fact  that  the  present  districts  are  too  small  and 
that  this  requires  the  employment  of  a  considerable  number  of 
unnecessary  election  officials. 

Present  printing  and  publication  requirements  of  the  election 
law  have  been  criticised  as  unnecessarily  burdensome  and  expen- 
sive. Mr,  John  E.  Voorhis,  President  of  the  New  York  City 
Board  of  Elections,  stated  that  $200,000  could  be  saved  at  each 
election  in  that  city  alone  by  curtailing  the  publication  of  election 
boundaries.  In  Albany,  Mr.  William  H.  Richards,  Deputy 
Comptroller,  in  answer  to  a  question  with  r^ard  to  the  publica- 
tion of  election  district  maps,  stated :  "  I  think  it  is  a  wilful  wantc 
of  money  to  have  them  printed.  It  costs  $300  to  have  them 
posted  up,  and  they  put  them  on  gates  and  fences,  and  they  arc 
absolutely  no  use." 

As  a  means  of  economy,  without  seriously  inconveniencing  the 
public  or  decreasing  the  efficiency  of  the  election  machines,  it  was 
suggested  in  several  cities  that  the  number  of  registration  dajs 
be  reduced,  the  number  of  hours  be  decreased,  and  the  election  dis- 
tricts he  made  the  primary  districts.  In  Oneida  the  abolition  of 
the  entire  primary  ^stem  was  recommended.  A  majority  of 
the  cities  felt  that  l^e  present  election  law  requires  the  employ- 
ment of  superfluous  election  officials.  In  New  York  City  it  wits 
stated  that  many  officials  could  be  dispensed  with. 
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The  present  method  for  cauvasaing  the  soldiers'  votes  is  dearly 
unsatisfactory.  It  is  onnecessarily  e^ienaive.  In  Albany,  for 
example,  the  cost  of  this  canTassing  ran  aa  hi^  aa  $20  a  vote 
at  tlie  time  of  the  last  election.  Other  cities  reported  the  same 
situation. 

The  Paymeni  of  Fees  to  Pht/sidans  and  Midwives  for  Medical 
B«portt 

Under  present  state  laws,  practically  all  cities  are  required  to 
pay  to  physicians  and  to  midwives  cert&in  fees  for  reports  of 
births  and  communicable  diseases.  On  the  basis  of  figures  col- 
lected by  this  committee  from  the  municipal  officials,  the  sum  now 
spent  for  this  purpose  is  approximately  925,000.  In  Albany, 
Syracuse  and  Soohester,  these  payments  run  as  high  as  $3,fi00  a 
year,  while  in  the  smaller  cities  it  amounts  to  from  a  few  hundred 
to  $1,000  annually. 

City  o£bnals  were  unanimous  in  their  belief  that  these  payments 
are  entirely  unnecessary.  In  fact  in  New  York  City,  Buffalo, 
and  in  a  few  smaller  cities,  no  payments  are  made  at  present  for 
the  reporting  of  births  and  contagious  diseases.  It  was  pointed 
out  in  these  cities  that  the  reports  were  regularly  received.  In 
Albany  your  committee  was  told  that  the  payment  of  the  fee  "  is 
virtually  giving  the  doctor  25  cents  for  performing  the  duty  that 
the  law  requires  of  him."  In  Syracuse  where  the  reports  of  con- 
tagious diseases  are  received  though  no  fees  are  paid.  Mayor 
Stone  stated:  "There  is  no  particular  reason  for  paying  a 
[^yai^an  for  doing  sometliing  that  is  part  of  his  regular  work 
for  which  he  is  being  paid  by  his  patient.  It  certainly  is  to  the 
physician's  advantage  to  report  his  oases  and  have  available  the 
reports  of  other  physicians,  I  think  the  practice  of  paying  for 
these  is  certainly  wrong."  In  a  number  of  cities  the  absurdity  oi 
paying  for  such  reports  when  a  fee  is  charged  for  the  filing  of 
building  plans  was  pointed  out.  Whether  the  payment  of  these 
fees  is  the(»«tically  sound  or  not,  the  successful  ertperience  of  those 
pities  which  do  not,  as  a  matter  of  fact,  make  these  payments, 
vould  indicate  that  the  reports  can  be  secured  without  payment  of 
fees  to  physicians  and  midwives. 
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Mandatory  Expendttures 

Your  committee  has  been  surprised  to  find,  in  view  of  the 
complaints  of  recent  years,  the  small  extent  to  which  the  state 
l^slature  is  actually  reaponaible  for  the  BO-called  "  mandatorv 
expenditures  "  of  the  citiee  of  the  State.  In  the  majority  of  cities 
we  have  been  informed  that  the  mandatory  legislation  enacted  by 
the  State  has  had  little  influence  in  increasing  the  costs  of  city 
gOTermnent,  and  in  a  number  of  cities  which  can  point  to  increases 
due  to  specific  acts,  it  is  recognized  that  the  legislation  does  not 
impose  an  unnecessary  financial  burden.* 

RespouBible  city  officials  have  called  our  attention  to  the  need 
for  the  revision  of  the  election  law  in  the  interests  of  economy. 
The  present  law  which  requires  the  payment  of  fees  to  physicians 
and  midwives  has  been  universally  criticised  as  unnecessary. 

Other  Specific  Economies 

!Many  other  specific  methods  have  been  suggested  to  your  com- 
mittee whereby  the  expenses  of  city  government  can  be  reduced 
or  kept  within  bounds.  While  the  more  important  reforms  are  dis- 
cussed in  subsequent  chapters  of  this  report,  we  desire  to  enumer- 
ate here  a  number  of  the  minor  suggestions  offered. 

The  extension  of  the  civil  service  to  include  the  heads  of  admin- 
istrative departments  who  are  now  elected,  was  urged  upon  the 
committee  especially  by  the  officials  of  Fulton  and  SherriU.  In 
Fulton  the  city  chamberlain  is  already  under  civil  service.  This 
fact  makes  it  possible  to  appoint  a  permanent  and  w^-trained 
man  who  is,  therefore,  in  a  position  to  handle  the  details  of  his 
office  himself,  thus  eliminating  the  permanent  deputy  so  often 
required  for  such  work  when  the  head  of  the  department  is  elec- 
tive. In  Sherrill  it  was  suggested  that  this  principle  should  be 
applied  in  all  small  cities,  and  that  it  might  well  include  other 
(^cials  than  the  chamberlain , 

The  introduction  of  better  business  methods  and  appliances 
into  municipal  offices  and  services  was  put  forward  as  a  means 
of  economy  in  a  number  of  cities.  In  Buffalo  an  example  was 
cited  in  the  fire  department  concerning  which  Oommissioner 
Heald  stated:  "  We  are  at  the  present  time  motorizing  the  fire 

•See  Chapter  IX. 
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department.  Take  a  horse-drawn  engine  company  for  inatance, 
a  drirer,  an  engineer  and  also  a  hose-oart.  5j  motorizing  the 
company  and  by  putting  in  what  is  known  as  a  triple  combination, 
wluch  is  a  pDnkper-hose-cart-chemical  all  combined,  the  chauffenr 
can  run  the  engine  at  the  fire  and  disp^ise  with  the  services  of 
two  men,  and  where  you  have  the  two  platoon  system,  that  means 
the  whole  thing  can  be  run  with  four  less  men  each  at  $1,800  a 
year  salary.  That  means  something,"  In  Saratoga  Springs  the 
need  is  for  businesslike  engineering  methods  in  handling  the 
city's  paving  problem.  In  Schenectady  unnecessary  long-hand 
copying  of  assessment  rolls  was  cited.  In  other  cities,  water 
meters,  office  equipment  and  many  other  ordinary  modem  business 
necessities  were  mentioned  as  lacking.  It  would  seem  from  this 
testimony  and  from  the  observations  of  the  members  of  this  com- 
mittee, that  the  cities  of  the  State  have  failed  to  avail  themselves 
of  modem  labor  saving  business  devices  to  a  degree  that  is  no 
longer  defensible  at  present  labor  costs. 

The  breakdown  of  city  pension  funds  and  pension  systems  has 
resnited  in  increasing  the  fixed  charges  of  city  government.  The 
revision  of  the  entire  pension  system  and  the  establishment  of 
funds  on  a  sonnd  basis  has  therefore  been  urged  before  your 
committee  as  a  constructive  step  toward  municipal  economy. 
This  step  is  especially  urged  by  the  officials  of  Albany,  Bing^ 
hamt<m,  Mount  Vernon,   Syracuse,   Troy,  TJtica  and  Yonkers.* 

The  gradual  elimination  of  superfluous  personnel  through  the 
refusal  to  fill  vacancies  has  been  a  method  of  cutting  down  depart- 
mental expenses  especially  in  New  York  City.  Mayor  Hylan 
informed  the  committee  that  departments  and  bureaus  of  the 
city  government  tend  to  continue  with  a  full  complement  of 
personnel  even  when  changes  in  municipal  services  decrease  the 
woA  to  be  transacted  by  the  department. 

The  reorganization  and  consolidation  of  the  inapeetional  serv- 
ices in  the  larger  cities  was  put  forward  as  a  sound  administra- 
tive reform  as  well  as  a  direct  step  toward  economy.  This  again 
ia  especially  true  of  New  York  City.  In  Mount  Vernon  it  was 
found  that  certain  inspectors  could  be  abolished  outright.  In 
Geneva  the  praotioal  operation  of  the  preseoit  law  with  regard  to 
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plumbing  inspection  is  such  that  an  inspector  will  receive  for  six 
to  nine  hours  work  per  week  $300  a  year  more  than  the  city  treas- 
urer, the  highest  paid  city  official.  Any  effort  to  secure  more 
economical  city  government  must  give  careful  attention  to  the 
problem  of  the  inspectional  servioes. 

In  the  city  of  Glen  Cove  the  mayor  is  ex-ofScio  county  super- 
visor. WhUe  the  chief  advantage  of  this  provieion  is  that  the 
city  ita^  is  represented  in  county  government,  the  elimination 
of  one  salaried  officer  is  a  real  economy. 

The  representatives  of  Mechanioville  stated  to  the  coomiittee 
that  several  thousand  dollars  a  year  could  be  saved  in  Mechanic- 
villa  by  the  discontinuance  of  the  practice  of  carrying  insurance 
with  private  insurance  companies  under  the  provisions  of  the 
Workmen's  Compensation  Law  and  the  adoption  of  the  policy  of 
self-insurance  on  the  approval  of  the  State  Industrial  Department. 

Mayor  Carlson  infonned  the  committee  that  Jamestown  had 
saved  some  25  per  cent  of  the  costs  of  municipal  construction  work 
by  imdertaking  such  work  itself  rather  than  through  the  letting 
of  contracts.  Mayor  Carlson  believes  that  any  city  with  a  busi- 
nesslike administration  can  make  material  economies  through  the 
maintenance  of  its  own  construction  and  rejyair  department. 

Summon/  of  the   Com,mittee's  Recommendaiuyns 

In  the  foregoing  pages  are  outlined  the  chief  suggestions,  laid 
before  your  committee,  that  lead  to  lelrenchment  in  municipal 
government.  The  more  important  problems  are  presented  in 
greater  detail  in  the  succeeding  chapters  of  this  report,  together 
with  the  conclusions  and  recommendations  of  the  committee. 
The  major  conclusions  and  recommendations  may,  however,  bo 
summarized  briefly  as  follows: 

1.  The  present  form  of  governmental  oi^anization  in  the 
cities  of  ihiB  State  is,  in  most  cases,  fundamentally 
unadapted  to  produce  efficient  and  economical  administra- 
tion. The  adoption  of  a  legislative  policy  which  will  promote 
sound  municipal  organization  is  therefore  recommended 
(ne  Ohtpter  IH). 
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2.  The  present  aeparation  of  power  and  reBponeibiUty  in 
school  administration  ia  an  inherently  wasteful  eystcm.  A 
committee  to  consider  the  entire  problem  of  the  relation  of 
school  administration  to  city  administration  with  represen- 
tatives of  the  Ic^slature,  the  State  department  of  education 
and  the  cities  is  reoommended  (see  Chapter  II). 

3.  A  majority  of  the  cities  are  not  operating  under  a 
^nuine  budget  system,  and  in  few  cities  are  all  funds 
included  in  the  budget,  or  are  all  expenditures  controlled 
t^  the  budget.  The  preparation  and  enactment  of  a  com- 
prehensive budget  act  for  all  cities  is  recommraided  (see 
Chapter  IV). 

4.  The  present  provisions  of  bonding  laws  do  not  pro- 
hibit unsound  and  wasteful  numicipal  bonding.  The  prep- 
aration and  enactment  of  a  comprehensive  bonding  act  is 
recommended  (see  Chapter  V). 

5.  Several  millions  of  dollars  are  being  spent  annually 
by  the  cities  for  interest  on  tax  anticipation  notes  which 
might  be  saved  in  whole  or  in  part  through  the  collection  of 
taxes  earlier  in  the  fiscal  year.  The  preparation  and  passa;;c 
of  an  act  authorizing  cities  to  advance  tax  collection  dates  is 
recommended. 

G.  Municipal  pension  funds  are  on  the  verge  of  bank- 
ruptcy because  of  unaoimd  pension  laws.  The  entire  rtvision 
of  municipal  pension  systems  is  i-ecommended  (see  Chapter 
VI). 

7.  The  methods  of  purchasing  Eut)plies  by  cities  of  the 
state  is,  with  few  exceptions,  antiquated  and  wasteful.  The 
establishment  by  the  cities  of  central  purchasing  is  recom- 
mended (see  Chapter  VII). 

8.  Tax  limits  do  not  limit,  as  a  matter  of  practice,  but 
tend  rather  to  increase  the  CMts  of  government.  Simplified, 
centralized  and  responsible  governmental  organization,  with 
the  budget  system,  is  recommended  as  the  substitute  for 
tax  limits  (see  Chapter  'VlII). 

fi.  Kandabiry  exjwnditaret  for  which  the  State  Legisla- 
tnre  ii  laiponubls,  cannot  be  charged  with  any  important 
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part  of  the  increaaing  costs  of  municipal  government.  The 
amendment  of  such  laws  as  now  require  unnecessary^  expendi- 
tures is  nevertheless  recommended,  especially  the  election  law, 
and  the  provision  requiring  payment  for  th^  reports  of  physi- 
cians and  midwives  (see  Chapters  I  and  IX). 

10.  The  methods  of  assessment  throughout  the  cities  of 
the  State  and  the  equalization  of  assessments  arc  alinns:t 
universally  unsatisfactory.  The  passage  of  an  act  which 
will  permit  third  class  cities  and  require  second  class  cities 
to  reorganize  their  assessment  offices,  and  a  constitutional 
amendment  which  will  authorize  the  legislature  to  improve 
equalization  methods  are   recommended    (see  Chapter   X). 

11,  The  growing  proportion  of  exempt  property  in  the 
various  taxing  jurisdictions  has  already  become  a  serious 
prohlem.  The  appointment  of  a  joint  committee  of  the 
legislature  to  make  a  legal  and  statistical  study  of  the  suh- 
ject  of  tax  exemptions  in  this  State  is  recommended. 
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Education  and  the  Ot^ 

The  study  of  municipal  expenditures  and  the  opportunities 
for  retrenchment  unexpectedly  led  the  Special  Joint  Committee 
on  Taxation  and  Ketrenchment  into  a  consideration  of  educational 
6xpenditur«a.  It  developed,  in  the  course  of  our  conferences, 
ihat  the  largest  single  avenue  of  municipal  expenditure  in  the 
State  of  New  York  is  education.  The  analysis  of  city  budgets 
^ovs  that  appropriations  for  education  are  from  27  per  cent, 
to  50  per  cent  of  the  total  appropriations  for  all  city  purposes. 
In  many  individual  cases  the  educational  appropriations  in  1919 
and  1930  exceed  tJioee  for  all  other  cily  purposes.  Education 
is  not  only  the  largest  single  object  of  municipal  expenditure, 
it  is  the  branch  of  government  in  which  the  growth  of  expendi- 
tures is  greatest  This  has  been  especially  true  during  the  past 
three  years.  In  fact  in  some  cities,  almost  the  entire  increase  in 
tlie  cost  of  government  for  the  past  five  years  is  chargeable 
directly  to  education.  In  Youkers,  for  example,  the  city  budget 
has  increased  3.09  per  cent  since  1915,  while  the  school  budget 
has  increased  88.47  per  cent.  Between  1919  and  1S20,  in 
Bingbamton,  the  school  budget  increased  from  33  per  cent  to 
il  per  cent  of  the  total  budget.  Similar  figures  could  be  adduced 
from  most  of  the  citiee  of  the  State  showing  that  expenditures 
for  education  have  been  increasing  very  much  faster  thou  exprai- 
ditnres  for  any  other  branch  of  the  city  government 
The  Relation  of  the  Board  of  jEducation  imd  the  City 

The  control  and  management  of  the  schools  in  the  cities  of  the 
State  are  vested  in  boards  of  education.  The  relation  of  these 
iwatds  to  the  city  government  is  not  the  same  in  all  cities.  In 
twenty-nine  cities  the  city  government,  either  through  the  mayor 
^^r  the  common  council,  is  directly  connected  with  the  board  of 
«lnration  through  the  power  of  appointment  of  membera  of  the 
Wrd,  In  thirty  cities  the  board  of  education  is  elected  either 
at  a  general  election,  a  special  election  or  a  school  meeting. 
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The  financial  relatione  of  the  board  of  education  and  the  city 
government  indicate  even  a  greater  independence  on  the  part  of 
the  board  of  education.  There  are  three  methods  of  determining 
the  amount  that  may  be  expended  by  the  city  school  syatemB  in 
the  State  of  New  York.  In  thirteen  cities  the  final  authority 
to  fix  the  Bchool  budget,  with  the  exception  of  salarieB,  which  now 
average  about  80  per  cent  of  the  total,  is  vested  absolutely  in  the 
board  of  estimate  and  apportionment.  In  New  York  City  the 
boaj'd  of  estimate  has  the  rig^t  to  fix  any  appropriation  in  excess 
of  an  amount  equal  to  4.9  mills  on  every  dollar  of  assessed  valua- 
tion of  the  real  and  persona]  property  of  the  city.  The  charters 
of  eighteen  cities  provide  that  the  mayor  may  veto  items  in  the 
school  budget  and  that  the  board  of  education  may  restore  any 
vetoed  items  by  a  two-thirds,  a  four-fifths  or  a  unanimous  vote. 
In  twenty-sevea  cities  final  authority  over  the  school  budget  ia 
vested  in  the  board  of  education.  Those  cities  in  which  the  city 
administration  has  the  right  to  fi:i  the  budget  of  the  board  of 
oducation,  with  the  exception  of  salaries,  are:  Albany,  ]')eacon, 
Binghamton,  Buffalo,  Elmira,  Niagara  Tails,  Oawego,  Pough- 
keepsie,  Rochester,  Schenectady,  Syracuse,  Troy  and  Ycnkers, 
Those  cities  in  which  the  mayor  has  the  power  to  veto  are:  Amster- 
dam, Cortland,  Fulton,  Glen  Cove,  Gloversville,  Johnstown,  King- 
ston, Monnt  Vernon,  New  Rochelle,  Oneida,  Oneonta,  Platts- 
burgh,  Rome,  Rensselaer,  Salamanca,  Watertown,  Watervliet  and 
White  Plains.  In  the  following  cities  boards  of  education  have 
absolute  power  to  fix  appropriations  for  education;  Auburn,  Bata- 
via,  Canandaigaa,  Cohoes,  Coming,  Dunkirk,  Geneva,  CHens 
Falls,  Homell,  Hudson,  Ithaca,  Jamestown,  Lackawanna,  Little 
Falls,  Lockport,  Mechanicville,  Middletown,  North  Tcmawonda, 
Norwich,  Newburgh,  Ogdensburg,  Olcan,  Port  Jervis,  Sherrill, 
Saratoga,  Tonawanda  and  TItica. 

In  the  levy  of  the  tax  for  educational  purposes  and  in  the  col- 
lection of  that  tax,  the  boards  of  education  are,  however,  much 
more  closely  connected  with  the  city  governments.  In  only  four- 
teen cities  of  the  State  is  the  city  school  district  non-coterminus 
with  the  city  boundaries  ao  that  the  levy  and  collection  of  the  tax 
is  entirely  separate.  A  few  cities,  in  which  the  boundaries  are 
ooterminus,  have  by  statute  separated  the  levy  and  collection  of 
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citj  and  school  taxes.  In  the  remaining  cities,  which  form  a  large 
majority  of  the  municipalities  of  the  State,  and  which  include 
all  of  the  larger  cities,  school  taxes  are  levied  by  the  city  just  as 
city  taxes  are  levied,  and  collected  in  the  same  way  and  at  the 
same  time.  While  it  is  contended  that  as  a  strict  matter  of  law 
manicipal  authorities  are  merely  agents  of  the  boards  of  educa- 
ticm  in  this  levy  and  i^oUection  of  the  school  taxes,  it  is  to  he 
lemonbered  that  such  fine  distinctions  are  generally  unappre- 
ciated and  that  municipal  officials  and  the  public  in  general  con- 
sider those  who  levy  and  collect  a  tax  responsible  for  the  tax 
itself.  In  those  cities  in  which  the  school  budget  is  made  part 
of  the  city  budget,  and  the  school  tax  part  of  the  city  tax,  the  city 
administration  is  held  accountable  for  the  tax  burden  and  for  the 
increase  in  tax  levies.     Briefly  stated  the  situation  is  as  follows: 

1.  In  all  of  the  cities  of  the  State  the  boards  of  education 
have  absolute  control  of  salary  provisions  of  school  budgets, 
and  in  forty-five  of  the  fifty-nine  cities  the  board  of  educa- 
tion has  absolute  power  to  fix  the  entire  school  budget. 

2.  In  all  of  the  first  and  eecond-class  cities,  and  in  a 
majority  of  the  third-class  cities,  the  city  administration  is 
responsible  for  the  entire  tax  levy  which  includes  the  school 
tax. 

3.  The  city  administration  has  no  direct  control  over  the 
board  of  education. 

Ohservaiions  of  City  Officials 

The  unsatisfactory  and  unsound  nature  of  the  present  relation 
between  city  governments  and  boards  of  education  which  places 
responsibility  for  tax  burdens  on  one  group  of  officials  without 
giving  them  any  control  whatsoever  over  a  large  part  of  that 
burden,  is  universally  recognized.  The  difficulties  of  this  situa- 
tion are  keenly  felt  by  the  city  officials.  Among  the  statements 
made  to  the  Committee,  the  following  present  a  fair  indication  of 
this  altitude: 

!UayoT  Bums  of  Troy:  "  I  thiok  it  is  an  outrage  to  take 
away  from  the  mayor  of  a  city,  who  is  responsible  to  the  tax- 
payers, the  authority  for  the  expenditure  of  money,  even  a 
dolUr." 
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Mf^or  Baird  of  GloveraviUe:  "  I  think  the  council  ^ould 
have  absolute  control  over  the  school  budget  if  th^  are  to  be 
respouBible  for  it.  If  they  are  to  raiae  the  taxes  and  provide 
the  money,  I  do  not  see  why  they  should  not  have  a  check 
On  it" 

CtHnptroller  Evens  of  Bin^amton:  "  I  have  always  main- 
tained that  I  did  not  see  why  the  department  of  education 
should  set  up  a  diow  of  its  own.  If  they  are  under  the  city 
goTermnent,  let  them  make  up  their  own  tax  budget  on  the 
same  basis  aa  other  departments.  *  *  *  As  long  as  they 
are  a  part  of  the  municipal  goTernmeut,  I  think  they  should 
oome  under  the  same  provisions  aa  any  other  department." 

Mayor  Simon  of  Schenectady :  "  I  do  not  think  that  any 
man  should  be  made  responsible  for  an  act  that  is  beyond  his 
control.  At  the  present  time  the  hoard  of  education  has  more 
power  than  the  man  that  appoints  them.  *  *  *  I  think 
there  must  be  a  change  in  that  system." 

Mayor  Hylan  of  New  York;  "  While  it  may  be  proper, 
in  view  of  the  fact  &at  education  is  contended  to  be  a  State 
function^  for  the  State  to  prescribe  a  minimum  appropria- 
tion based  on  the  assessed  valuation  in  the  community,  yet 
the  decision  as  to  the  specific  purposes  for  which  each  and 
every  part  of  the  appropriation  is  to  be  used  and  the  control 
over  the  manner  of  the  expenditure  should  remain  with  the 
local  authorities  who  are  required  to  raise  the  money  by 
tpxation." 

Statements  of  the  same  purport  were  made  by  the  representa- 
tives of  many  other  cities,  including:  Beacon,  Buffalo,  Glen 
Cove,  Hudson,  Kingston,  Ogdensburgh,  Oneida,  Oneonta,  Oswego, 
Plattsbui^h,  Syracuse,  Utica,  Watertown  and  Yonkers,  One  or 
two  cities  in  which  the  situation  so  widely  complained  of  exists, 
stated  that  they  had  no  criticism  to  offer  of  the  system  in  opera- 
tion in  their  communities.  Mayor  ZoUer  of  Little  Falls  stated  that 
the  board  of  education  ia  entitled  to  a  great  deal  more  confidence 
than  other  city  departments,  and  that,  where  the  board  of  educa- 
tion ia  appointed  on  the  basis  of  ability,  "  they  should  be  given 
full  power  of  raising  their  money,  because  they  are  the  ones  pri- 
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marily  interested  in  the  school  affairs  of  the  city."     Comptroller 
Bei^  of  Mount  Vemon  also  had  no  crHicism  to  offer  of  the  present 


Some  Practical  Results  of  the  Present  Belaiiffn  of  City  mid 
achools 

1,  Responsibility. —  The  outstanding  practical  result  of  the 
present  relation  between  the  city  governments  and  the  city  boards 
of  education  is  separation  of  power  and  responsibility.  Appointed 
boards  of  education  have  complete  control  of  the  schools  and  of 
school  expenditures  though  they  are  responsible  to  no  one.  This 
15  especially  true  where  the  terms  of  board  members  are  over- 
lapping so  that  half  of  the  members  may  be  appointees  of  already 
discredited  or  retired  administrations.  In  a  majority  of  our 
cities  the  only  responsibility  to  the  people  for  school  manage- 
ment, and  especially  for  school  finances,  is  placed  upon  the  city 
officials  who  have  inadequate  power  to  make  this  responsibility 
effective. 

The  working  methods  of  boards  of  education,  as  described  to 
the  committee,  serve  to  emphasize  the  lack  of  responsibility. 
Boards  of  education  are  composed  of  unpaid  appointees,  who, 
because  of  their  other  interests  and  activities,  and  because  of  the 
technical  nature  of  school  administration,  are  expected  to  delegate 
all  administrative  and  executive  duties  to  the  superintendent  of 
schools.  In  many  communities  such  boards  meet  but  once  a 
month,  and,  in  the  interim,  the  superintendent  carries  on  the  ad- 
ministration of  the  schools.  The  inevitable  result  of  this  system 
is  to  place  it  within  the  power  of  the  superintendent  of  schools,  or 
of  the  clerk  of  the  board,  to  dominate  the  decisions  of  the  board. 
He  can  inform  them  or  withhold  information  at  his  discretion, 
he  csn  lead  them  to  such  decisions  as  he  may  desire,  and  since 
the  entire  current  audit  of  educational  expenses  is  in  almost  all 
eases  in  tiie  hands  of  the  department  of  education,  he  can  dis- 
perse Ae  school  appropriations  in  utter  disregard  of  the  budget 
Where  such  a  situation  exists  city  officials  urge  that  the  superin- 
tendent of  n^ools  is  really  TCTponaible  for  the  school  budget, 
though  he  is  under  no  control  in  -financial  matters  by  those  who 
must  raise  the  taxes  and  stand  before  the  people  on  a  record 
of  efficiency  and  economy. 
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2.  Sound  Planuing. — Except  for  minor  savings  here  and  there, 
real  economy  in  municipal  government  is  to  be  found  through 
governmental  planning,  businesslike  purchasing,  and  the  elimina- 
tion of  duplication.  Your  committee  believes  that  this  applies  to 
the  entire  scope  of  governmental  activity.  Unquestionably  this 
must  include  the  schools.  American  cities  must  have  schools^ 
health  service,  police  protection,  fire  protection,  sewers,  water, 
garbage  disposal,  sidewalks  and  paving,  and  the  many  other 
necessities  o£  civilized  urban  life.  It  follows  that  cities  must  have 
these  things  in  proportion.  They  cannot  spend  all  their  money 
for  street  paving  and  have  little  or  none  for  schools,  for  health, 
for  police  and  fire  protection,  and  for  other  governmental  services. 
Nor  can  they  spend  all  their  money  for  schools.  The  determina; 
tion  of  the  proportion  of  each  service  to  the  entire  list  of  serviceB 
to  be  rendered  by  the  government  is  the  act  of  planning.  It  is 
only  through  careful  planning  that  a  city  can  assure  itself  of  a 
proper  proportionate  support  of  the  various  municipal  servioea. 
Where  this  planning  is  lacking  there  can  be  no  true  economy. 
In  recognition  of  this,  Mayor  Stone  of  Syracuse  said:  "I 
think  it  is  absolutely  necessary  to  have  somebody  other  than  the 
spending  body  review  the  budget  items  and  distribute  the  total 
amount  of  money  raised  by  tax  equitably  among  the  difFerent 
functions  of  government  that  have  to  be  performed.  It  ib  abso- 
lutely necessary."  Where  the  board  of  education  and  the  city 
government  are  distinct  and  separate,  it  is  clear  that  there  will  be 
two  plans  for  the  city  as  a  whole,  one  for  the  schools  and  one  for 
the  other  city  services.  \Miere  this  exists,  the  danger  is  that  one 
or  the  other  will  enlarge  its  plans  and  its  financial  demands  out 
of  all  proportion,  and  in  all  probability  the  tax  burden  will  become 
unbearable. 

Mayor  Waldorf  of  Xew  Rochelle  expressed  to  the  committee 
precisely  this  criticism  in  stating:  "  There  is  no  reason  why  one 
big  son  of  a  family  should  get  the  lion's  share  of  the  family  income 
and  the  others  suffer."  He  explained  that  the  increasing  demands 
for  school  purposes  had  necessitated  curtailments  in  the  fire  and 
police  departments  of  New  Rochelle  this  past  year.  In  a  number 
of  cities,  in  spite  of  present  laws,  the  officials  responsible  for  the 
tax  rate  have  made  efforts  to  introduce  planning  and  proportion 
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into  the  combined  city  and  school  demands.  Mayor  ZoUer  of 
Little  Falls  described  his  conferences  with  the  board  of  educa- 
tion before  the  submission  of  their  budget  and  the  resultant  elimi- 
nition  of  tbings  desirable  in  themseLves,  but  impracticable  in  the 
light  of  other  city  needs.  Mayor  Cox  of  Middletown,  who  is  ex 
oHicio  a  member  of  the  board  of  education,  explained  that  this 
interrelation  of  the  city  administration  and  the  school  board 
had  made  possible  a  harmonious  and  balanced  municipal  policy. 
He  stated  that  at  times  educational  projects  were  postponed  for 
paving  projects,  or  water  projects  for  new  schools,  depending  upon 
the  necessities  of  the  case  in  view  of  all  the  facts,  ilayoj'  Stone 
drew  this  picture  of  the  practical  workings  of  the  system  in 
Syracuse:  "As  far  as  expenditures  for  education  are  concerned, 
the  board  of  estimate  and  the  board  of  education  have  in  effect 
gone  into  joint  session  and  as  a  result  of  an  interchange  of  views, 
have  adopted  a  budget  which  was  finally  satisfactory  to  the  board 
of  education  and  which  did  effect  a  saving  to  the  taxpayers." 
In  other  cities  also,  similar  extra  legal  methods  of  introducing 
harmonious  financial  planning  have  been  adopted  as  the  means 
of  keeping  taxes  down  without  crippling  any  single  municipal 
service. 

3,  Economy  and 'the  Kcsponsibility  for  Taxes. — More  than  one 
mayor  has  pointed  out  to  your  committee  that  there  is  no  pleasure 
in  economy.  In  public  life,  as  in  private  life,  an  unlimited  supply 
of  fimds  begets  extravagance  and  waste.  The  only  check  on 
municipal  expenditures  today  lies  in  the  opposition  of  the  people 
to  rapidly  mounting  tax  burdens.  This  opposition  is  expressed 
through  the  ballot,  and  the  only  method  of  connecting  this  expres- 
sion of  opinion  up  with  future  tax  rate',  ia  to  make  those  v.lio  are 
elected  by  ballot  responsible  for  all  expenditures  reflerted  in  the 
tax  rate. 

It  has  been  the  universal  experience  of  government  that  depart- 
ment heads  dream  great  dreams  of  new  bureaus,  new  functions, 
new  service  to  be  rendered  by  their  departments.  Mayor  Stone 
of  Syracuse  illustrated  this  clearly  in  saying:  "  The  department 
head  who  ia  worth  anything  to  the  city  is  of  course  an  enthusiast 
in  his  work.  He  naturally  wants  his  department  to  rentier  the 
very  best  possible  service  to  be  given.     He  is  primarily  inft rested 
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.in  the  work  of  his  departmeat,  not  in  the  other  departments, 
therefore  liia  very  efficiency  cauBes  him  ordinarily  to  present  a 
budget  which  will  cover  every  idea  that  he  has  for  good  service. 
.Tliat  makes  for  a  budget  which,  when  compared  with  the  budgets 
of  other  departments,  ia  larger  than  the  board  of  estimate  can  safely 
allow."  The  evidence  would  indicate  that  this  basic  fact  of 
human-  nature  is  just  as  true  of  school  administration  as  it  is  of 
park  administration;  of  school  superintendents  as  of  commis- 
BJOBWs  of  markets ;  of  boards  of  education  as  of  boards  of  health. 
The  very  characteristics  that  fit  the  departmental  head  for  his 
service  —  his  training,  his  enthusiasm,  his  loyalty  —  mal^  it 
impossible  to  leave  in  his  hands  the  final  determination  of  the 
importance  of  his  work  and  plans  as  compared  with  the  work 
and  plans  of  all  the  other  departments, 

4.  Economy. —  It  is  not  surprising  that  some  boards  of  educa- 
tion, acting  on  the  recommendations  of  enthusiastic  superintend- 
ents of  schools,  have  earned  a  reputation  for  extravagance.  In 
few  cases  have  they  shared  any  responsibility  for  tax  burdens, 
and  in  fewer  have  they  had  an  operating  knowledge  of  the  needs 
of  other  city  services.  There  is  no  pleasure  in  eeonomj,  and 
where  restraint  is  not  imposed  by  a  direct  respoueibility  for  tax 
burdens  and  by  the  need  of  planning  for  all  the  city  departments, 
a  polity  of  careful  and  wise  expenditure  can  hardly  be  expected. 
Mayor  Cox  of  Middletown,  who  is  a  member  of  the  board  of 
education,  stated  that  in  administrative  and  business  matters 
the  board  of  education  is  extravagant,  Mayor  Buck  of  Buffalo 
is  confident  from  his  observations  that  there  is  considerabk-  waste 
in  school  administration.  He  illustrated  the  uneconomical 
methods  of  the  board  by  citing  their  demand  for  the  entire 
$8,000,000  appropriated  for  school  construction  at  the  b^iuning 
of  the  year  before  the  fimds  were  needed,  and  their  final  acoept- 
ance  of  $1,800,000  none  of  which  had  been  spent  within  the  year, 
and  called  attention  to  the  large  and  mmecessary  interest  pay- 
ments which  the  taxpayers  would  have  been  forced  to  meet,  if 
the  original  request  of  ihe  board  of  education  had  been  granted. 
He  stated  that  the  board  of  education  is  paying  some  ^^00,000 
in  architects'  fees  for  the  construction  of  twelve  schools,  several 
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of  wbich  mi^it  hare  been  built  on  identical  plaii»  at  great  sar- 
iog,  and  all  of  which  might  have  been  handled  hy  the  city's 
ueUteeta  at  a  fraction  of  1^  present  charge.  Mayor  Waldorf' 
of  New  Kochelle  stated  that  he  found  it  poesiWe-  to  make  a' 
116,000  reduction  in  the  cost  of  a  $280,000  achoo]  by  elinrinirting' 
tmnecenary  lininge  for  rontilation  fines  and  a  supesfiuous  heal-' 
ing  system  both  of  which  the  board  of  education  had,  on  first 
examination,  approved.  Other  majors  testified  that  th&  fsct  that 
boards  of  education  are  not  responsible  for  enforcing  a  policy 
of  economy  has  made  it  possible  for  architects,  whose  remunera- 
tions increase  with  the  increase  in  the  cost  of  the  building,  to 
introdnce  many  nnnecessaiy  embellishments  in  school  construc- 
tion, and  to  stand  in  the  way  of  standardization  which  would 
reduce  the  costs  of  construction  as  well  as  the  charges  for 
architects'  fees.  That  the  lack  of  a  desire  for  economy  apparently 
extends  to  the  day-to-day  administration  of  the  schools  in  some 
communities,  Mayor  Waldorf  testified  that  the  board  of  educa- 
tion of  Xew  Rochelle  refused  to  purchase  coal  at  $7.00  per  ton 
nnder  a  price  agreement  secured  by  the  city,  and  then  purchased . 
the  same  coal  at  $9.00  a  ton  through  an  inteimediary  who 
aecured  it  at  the  $7.00  rate  and  made  a  profit  of  $1,600  at  the 
e^ense  of  the  taxpayers. 

Another  point  at  which  the  present  separation  of  school  admin-: 
istratiim  and  city  administration  gives  rise  to  unnecessary  expensee 
is  in  the  duplication,  of  services  rendered  and  the  partial  use  of 
fxpeadve  and  extensive  |daut. 

Boards  of  educatitm  in  the  cities  are  raitering  incres^n^y  into 
the  fidd  of  health  work.  This  is  resulting  in  bnilding:'ap  within, 
tbe  school  department  a  department  of  health  \^ich  duplioatee 
the  serrice  of  the  city  department  of  health.  Under  the^  plan  now  ■ 
reqaired  by  law  the  department  of  health  cares  for  children'  until 
they  enter  the  schools,  and  takes  them  over  again  when  they  leave' ■ 
the  schools.  The  impracticability  of  such  an  arrangement,  was 
clearly  emphasized  by  Mayor  Wallin  of  Yonkers,  who  showed  that 
the  city  health  department  was  forced,  nevertheless,  to  maintain 
work  for  children  of  school  age,  because  many  were  attending 
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private  and  paiocliial  scIicmjIb,  in  which  the  department  of  educa- 
tion has  no  jurisdiction,  and  because  the  city  health  authorities 
are  still  responsible  for  the  family  of  which  the  child  is  a  part. 
In  Mayor  Wallin'a  opinion  the  only  reason  for  medical  attention 
in  the  schools  is  that  the  schools  form  a  convenient  place  for  such 
work,  and  not  because  such  work  is  inherently  a  part  of 
education, 

A  similar  interrelation  of  libraries,  playgrounds  and  other 
recreational  facilities  was  pointed  out  to  your  committee,  and 
the  danger  of  duplication  in  management  emphasized.  The  need 
of  the  department  of  education  for  the  services  of  the  legal^ 
engineering  and  other  departments  of  the  city  was  also  mentioned. 
In  the  field  of  central  purchasing,  the  mayors  urged  that  the  city 
and  the  board  of  education  should  be  united,  not  only  as  a  means 
of  securing  better  terms  by  combining  their  purchasing  power, 
but  also  as  a  means  of  cutting  down  the  overhead  expenses  of 
maintaining  two  separate  purchasing  systems.  Mayor  Wallin 
stated  that  the  Yonkers  board  of  education  had  refused  to  ]oin 
with  the  city  in  setting  up  just  such  a  single  purchasing  agency. 
Unnecessary  duplication  of  auditing  and  accounting  offices  and 
of  custodial  services  was  also  cited  in  cities  in  which  the  schools 
and  the  city  are  entirely  dissociated. 

The  greater  tendency  of  municipalities  to  provide  public  baths 
and  swimming  pools,  community  houses,  recreation  centers, 
clinics,  and  other  social  institutions,  most  of  which  can  be  com- 
bined with  the  school  buildings,  has  made  possible  and  desirable 
a  much  more  extended  use  of  the  school  plant  than  is  possible 
under  the  sole  direction  of  the  board  of  education.  It  is  merely 
another  case  of  planning  that  will  make  room  for  all  of  the  city's 
needs,  and  of  substituting  a  broader  control  for  control  by  a 
single  department.  Where  absolute  separation  exists,  tremendous 
waste  is  inevitable.  Mayor  Wallin  stressed  particularly  the  eco- 
nomic waste  inevitable  under  the  present  system.  He  said: 
"  We  have  these  costly  buildings  occupied  six  or  seven  hours  a 
day.  These  buildings  lie  idle  all  the  rest  of  the  time.  We  are 
building  up  recreation  centers,  community  centers,  bath  houses; 
and  I  never  could  see  why  the  school  ought  not  to  contain  all 
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those  things,  why  the  unit  when  built  should  not  be  the  recreation 
center  snd  the  commonity  center  and  have  in  it  the  bath  and  bo 
forth." 

5.  "  Politics."  The  chief  reason  for  the  present  separation 
of  the  schools  from  the  municipal  governments  is  generally 
understood  to  be  "to  keep  the  BchooU  out  of  politics."  It  must 
be  recognized,  however,  that  this  is  only  partly  true,  that  this 
slogan  is  &  relatively  modern  invention,  and  that  the  original 
separation  of  the  schools  was  due  to  the  extremely  decentralized 
form  of  governmental  organization  current  at  the  time  when 
jiublic  school  systems  first  came  into  existence.  The  same 
separation  existed  in  the  health  work  of  the  community,  in  the 
early  fire  and  police  commissions,  and  persists  in  the  boards  of 
assessors  at  the  present  time.  In  fact,  the  tendency  towi.rd  the 
centralization  and  unification  of  the  functions  of  municipal 
government  is  of  relatively  recent  origin.  The  significant  fact  is 
noi  that  the  schools  have  been  separated  from  the  city  govern- 
nii-nts  but  that  the  schools  have  not  been  consolidated  with  the 
city  governments  as  have  other  municipal  services.  The  fear  of 
"  putting  the  schools  into  politics  "  has  unquestionably  served  to 
maintain  this  isolation.  The  evidence  taken  by  your  committee 
would  indicate,  however,  that  this  has  not  been  the  only  reason. 
We  were  informed  that  there  have  been  persons  in  the  school 
system  who  have  feared  the  loss  of  their  power  if  the 
present  isolation  were  broken  down.  In  more  than  one  city  we 
were  told  that  the  educational  department  harbored  as  many 
"  politicians "  as  any  other  municipal  department,  and  that 
"  board  of  education  politics  "  was  as  bad  aa  any  other  kind, 
and  often  more  costly  for  the  taxpayers.  One  well-known  reform 
mayor  of  a  city  that  has  seen  its  full  share  of  politics  said: 
"  The  board  of  education  contains  some  of  the  most  skillful 
politicians  we  have  known." 

The  refusal  of  boards  of  education  to  join  forces  with  the 
city  in  establishing  c^itral  purchasing  departments  lends  color  to 
the  charge  of  political  influ^ce.  The  approval  of  extravagant 
building  plana  with  padded  architects'  fees  can  hardly  be  said  to 
rest  on  sonnd  public  policy.    The  deliberate  purchase  of  coal 


ih,Coo^^Ic 


40  Report  of  ths  Speci.vi.  JorsT  Committee 

tbxough  a  "friend"  at  $9.00  r  ton  when  the  same  coal  was 
araiJable  direct  for  $7.00  a  ton  is  "  politics  "  of  a  nature  that  no 
responsible  public  official  would  dare  indulge  in.  Many  of  the 
so-called  extravagances  of  the  school  system  are  vjidoubtedly 
manifestations  of  Buch  "  educational  politics." 

Tour  Committee  haa  deemed  it  adFiaable  to  present  this  teeti- 
mony  because  of  the  light  it  throws  on  this  perplexing  problem 
of  the  proper  relation  between  the  schools  and  the  city,  and 
because  this  side  of  the  picture  is  customarily  omitted  in  the  dis- 
cussions of  this  matter. 

6.  Assessments. —  Wherever  the  school  district  boundaries  and 
the  city  boundaries  are  not  coterminous,  school  taxes  are  levied  on 
the  basis  of  the  assessment  rolls  of  the  separate  taxing  distTicts. 
The  need  for  an  equalization  of  these  assessment  rolls  is  inade- 
quately met  by  the  present  Tax  Law,  which  provides  in  section 
414  for  equalization  by  the  county  supervisors  of  the  towns 
involved.  The  practical  resnlt  of  this  system  has,  therefore,  been 
to  encourage  the  competitive  undervaluation  of  property  by  the 
local  assessors  of  each  district.  Commissioner  of  Accounts  Hunt 
of  MechanicBTille,  who  is  also  the  chief  assessor,  stated  that  the 
assessments  of  MechanicsviUe  are  approximately  on  the  50  per 
cent  basis,  and  explained ;  "  Our  school  district  includes 
MechanicBville,  a  portion  of  the  town  of  Stillwater  and  a  portioa 
of  the  town  of  Half  Moon,  They  do  not  assess  as  we  do.  If  I 
raised  the  assessments  to  100  per  cent  the  people  in  the  city  would 
be  paying  more  than  their  share  of  the  school  tax.  It  is  very 
sedd<»n  you  will  meet  that  condition.  Our  city  council  has  no 
control  over  the  schools.  We  do  not  raise  the  money;  they  raise  it 
separatdy." 

It  would  seem  clear  that  the  difficulties  of  asfwesment  and 
oqnalization  are  materially  increased  wherever  school  district  and 
city  honndartea  are  not  coterminous. 

7.  Democracy  and  the  Schools. —  The  complaint  haa  been  made 
in  a  few  of  the  larger  cities  that  the  absolnte  separation  of  school 
administration  from  city  adminiBtration,  and  the  appointment  of 

' "  the  beet  citizens  "  on  the  board  of  edaeation  with  absolute  con~ 
trol  over  subsequent  school  polity,  has  reenlted  in  the  introducticat 
of  "  high-brow "  courses  and  experhnesits  in  the  schools  which 
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wwe  far  Kanoved  from  public  needs  or  deBirea.  In  some  cities 
it  waa  felt  that  the  real  Tesponsibility  for  this  ahuation  was  to  be 
Wd  rather  at  the  door  of  the  enthusiastic  superintendent  of 
Bphools  than  at  that  of  the  board  itself.  Bnt  in  all  cases  the  policy 
was  criticised  as  espensire  and  undemocratic.  Mayor  Wallin 
of  Tonkera  explained  to  the  Committee :  "  In  Toniers  we  have 
come  to  a  point  where  our  board  of  education  is  termed  the  House 
of  Lords,  and  by  that  name  it  is  generally  known.  That  is  not  a 
good  thing,  because  we  are  trying  to  educate  the  common  people." 

Suggested  Remedies  for  Present  DifficuUies 

Willi  very  few  exceptitms,  and  these  in  the  smaller  cities,  all 
those  with  whom  your  Committee  has  taken  up  this  questicm  of 
tbe  relaliiHi  between  the  eehools  and  the  city  have  stated  emphat- 
ically that  the  present  relatioi  is  not  a&tisfaatory.  Br.  John  H. 
Finley,  State  CommiBsioner  of  Education,  was  as  positive  in 
this  viaw  as  tbe  mayors  and  city  officials.  The  preemt  separa- 
tion of  power  and  responsibility  is  universally  recognined  as 
fnndamtflitally  nnecmnd  and  unworkaUe,  and  as  such  it  ia 
inherently  extravagant.  Whatever  dse  is  to  be  said  with  regard 
to  our  {nesent  system  of  managing  the  schools,  the  system  its^, 
by  its  very  nature,  encoarages  extravagance  rather  than  sound 
and  economical  administration. 

The  obvious  remedy  of  this  unsatisfactory  situation  is  to  recon- 
Btrnct  the  system  of  school  management  so  that  the  control  over 
the  schools  and  over  the  school  budget  will  be  in  the  hands  of 
those  who  are  also  responsible  for  the  tax  burden.  The  power 
and  t^e  reaptmaibility  must  be  united. 

This  reorganization  can  be  brought  about  in  two  ways;  either 
the  beard  of  education  can  be  made  responsible  for  the  tax  levy, 
or  the  city  authorities  can  be  made  responsible  for  the  school 
budget  Under  the  first  plan  of  reorganization  it  is  necessary  to 
provide  for  an  elective  board  of  education  with  power  to  levy  and 
cdlect  the  school  taxes.  If  the  collection  of  the  tax  is  delegated 
to  the  city,  there  must  be  a  Beparate  bill  in  order  to  prevent  a 
ctHifafiion  of  responaibility  for  the  tax  itself.  Under  the  second 
plan  of  reorganization,  the  board  of  education  would  be  appointive, 
the  aehool  bu%et  would  be  reviewed  and  approved  by  the  city 
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authorities  as  are  other  departmental  budgets,  and  the  school 
taxes  would  be  collected  with  the  city  taxes.  The  board  of  educa- 
tion itself  might  conceivably  be  abolished  and  in  its  place  a  com- 
missioner of  education  created,  though  this  would  not  be  essential 
under  the  second  plan  of  reorganization. 

It  can  hardly  be  said  that  the  city  officials  with  whom  we  have 
met  throughout  the  State  have  any  definite  "  program "  to 
advance  for  solving  this  difficulty.  While  their  attitude  has  been 
indicated  by  the  excerpts  already  presented,  the  following  state- 
ments show  with  even  greater  clarity  the  constructive  suggestions 
which  have  been  offered. 

Commissioner  Heald  of  Buffalo,  which  it  will  be  remembered 
has  the  commission  plan  of  government,  stated :  "  I  hold  that 
one  of  two  things  ought  to  be  done  for  the  proper  protection  of 
the  city's  interests:  either  the  schools  should  be  entirely  independ- 
ent of  the  commission,  or  the  commission,  which  is  held  responsible 
by  the  people  for  the  expenditure  of  money,  should  be  placed  in 
a  position  where  it  can  control  school  expenditures,  I  may  be 
wrong  about  it,  but  I  really  believe  the  ideal  situation  here  for 
our  education  department  would  be  a  superintendent  of  education 
in  charge  of  the  teaching  forces,  etc.,  and  one  of  the  members  of 
the  commission  at  the  head  of  the  department  with  jurisdiction 
over  the  expenditures." 

Mayor  Simon  of  Schenectady  outlined  the  same  choice  in  stat- 
ing: "Either  the  school  budget  should  be  a  separate  budirft 
entirely  and  education  a  State  function  —  as  the  State  Depart- 
ment of  Education  wnnts  it  to  be — and  let  the  city  wash  its 
hands  of  it,  or  let  it  be  a  city  function,  and  let  the  board  of  esti- 
mate and  apportionment  have  a  controlling  hand." 

JIayor  Stone  of  Syracuse  entered  very  fully  into  a  discussion 
of  this  proposition,  and  stated  to  the  Committee  that  though  he 
had,  as  a  member  of  a  joint  committee  of  the  Regents  and  of  the 
State  Conference  of  Mayors,  put  forward  the  plan  of  absolute 
separation  of  city  government  and  schools  with  a  separate  tax, 
he  felt  that  this  plan  was  an  unsatisfactory  compromise,  and  that 
it  was  not  to  the  best  "  interests  of  the  city  from  a  financial 
standpoint,"  because  of  its  failure  to  recognize  the  need  for  the 
criticism  of  the  plans  of  a  spending  department  by  some  other 
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■gency.  Mayor  Wallin  of  Tonkers  maintained  the  same  position 
before  tout  Committee. 

The  position  of  the  State  Department  of  Education,  and  the 
type  of  re-oiganization  which  they  advance  was  indicated  in  con- 
eiderahle  detail  at  an  extended  conference  between  your  Com- 
mittee and  Commissioner  John  H.  Finley  and  Deputy  Commia- 
sioner  Frank  B.  Gilbert  of  the  State  Department  of  Edacation. 

The  starting  point  of  the  Department  of  Education  is  the 
proposition  that  public  education  is  entirely  a  matter  of  State 
concern.     Mr.  Gilbert  said: 

"  The  general  consensus  of  opinion  on  the  part  of  every 
one  connected  with  education  in  this  state  is  that  the  city 
board  of  education  shoiild  be  entirely  independent  of  the 
city  government.  That  I  find  from  interviewing  the  dif- 
feroit  people  concerned  in  education  in  several  cities.  I 
think  it  conforms  generally  to  educational  experience.  There 
should  be  substantial  financial  and  administrative  independ- 
ence on  the  part  of  the  city  boards  of  education,  and  my  own 
individual  thought  is  based,  or  my  own  individual  opinion 
is  based  on  this  fundamental  principle  that  probably  for 
many  years,  in  fact,  I  think  for  a  matter  of  sixty  some  odd 
years,  as  far  as  the  courts  of  this  state  have  declared  them- 
seh'es  and  as  far  as  the  l^slature  has  declared- itself,  public 
education  is  regarded  as  a  state  function.  It  is  a  matter 
entirely  of  state  concern.  The  general  theory  of  the  divi- 
sion of  the  state  into  territorial  units  for  school  administra- 
tion was  to  create  the  school  district  as  a  political  subdivision 
of  the  state.  Those  school  districts  include  now  city  school 
districts,  union  free  school  districts  and  common  school  dis- 
tricts and  the  whole  state  is  divided  in  that  way  for  the  pur- 
pose of  public  school  administration.  The  theory  at  the  out- 
set was  that  each  district  should  be  independent ;  that  there 
should  be  a  separate  method  of  taxation ;  that  there  should 
be  a  separate  method  entirely  distinct,  some  separate  method 
of  administration  entirely  distinct  from  the  administration 
of  other  municipal  affairs." 
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On  the  Wis  of  this  conception,  the  Department  of  Education 
believes  that  the  cit^  boards  of  education  fihould  be  entirely  iade- 

jpendent  of  the  city  administraticna,  tliat  the  board  membera  should 
.be  elected  by  the  people,  and  that  the  boards  should  have  absolute 
poirer  to  fix  their  tax  levies  and  to  issue  school  bonds.  It  is  their 
opinicm  that  the  boards  should  be  composed  of  five  to  eleven 
unpaid  members,  and  that  school  tax  levies  and  school  bonds  should 

.jiot  be  considered  as  within  the  mumcipal  tax  or  debt  limits. 

.^hey  thiiik.it  wise,  however,  to  establish  a  separate  debt  limit  for 
schools  based  upon  the  assessed  valuation,  but  are  opposed  to  a 
tax  limit  Kecoguizing  the  administrative  interrelation  of  the 
sdiools  and  the  city,  it  is  their  opinion  that  the  city  auditor,  the 
city  law  department,  the  city  engineer  and  other  municipal 
officials,  bureaus  and  departments  should  all  act  for  the  board  of 
education  wherever  their  services  were  needed  The  d^artment 
of  education  is  also  of  the  opinion  that  the  boards  of  education 
should  provide'for  the  purchasing  of  school  supplies  atid  materials 
through  the  city  pnrchaaing  agent  beeanse  of  the  great  economies 
that  might  be  effected  by  thus  combining  purchasing  power.  The 
health  work  in  the  schools,  it  was  stated,  must  be  in  the  hands  of 
the  school  atrthorities,  regardless  of  the  duplication  that  may 
result. 

The  State  Department  of  Education  was  emphatic  in  the  state- 
ment that  neither  the  department  nor  the  Legislature  are 
responsible  for  the  large  increase  in  educational  expenditures  by 
the  cities.  It  is  the  opinion  of  the  department  that  the  costs  have 
been  natural  and  unavoidable,  and  that  it  is  the  city  boards  of 
education  and  not  the  State  department  that  are  responsible  for 
any  new  courses  that  may  have  been  offered  in  the  schools.  The 
fact  was  brought  out  that  some  75  per  cent,  of  the  cities  of  the 
State  have  already  exceeded  the  provisions  of  the  Teachers'  ilini- 
mum  Salary  Law,  and  that  this  would  indicate  that  the  State 
law  could  hardly  be  charged  with  the  entire  responsibility  for  the 
increase  of  school  expenditures. 

The  Department  of  Education  agrees  with  the  city  officials  that 
the  present  system  which  divides  power  and  responsibility  ia 
wrong,  and  in  its  place  recommends  the  absolute  separation  of 
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tile  board  of  education  from  the  city  adroimstration.  The  chief 
prietical  difficulty  of  a  dosOT  relation  between  schools  and  city, 
i3  expressed  to  your  Committee,  is  that  ffuch  a  system  forces'  the 
coDtidention  of  school  expenditures  in  conjunction  with  expendi-- 
turw  for  other  raunicip^  functicms.  It  is  felt  hy  the  Department 
of  Education  that  more  funds  will  he  available  for  school  pur* 
[■osefl  and  school  buildings  if  school  budgets  and  building  programs  ■ 
can  be  considered  and  adopted  without  regard  to  other  raunicipal 
services  and  by  other  than  mnnieipal  authorities. 

The  position  of  the  8tate  Department  of  Education  in  this 
matter  is  well  summed  tip  in  this  section  of  the  testimony: 

"Qnestion  by  the  Committee:  Supposing  that  the  Board  of 
Education  seeks  to  appropriate  $500,000  for  repairs,  $100,000  for 
s<iool  books,  to  double  the  number  of  school  nurses  in  one  year 
and  to  pnt  in  new  sanitary  systems  in  half  the  schools  in  a  city  in 
one  year,  do  you  think  that  the  Board  of  Education  should  have 
the  absolute  power  to  determine  just  exactly  how  much  expendi- 
ture of  that  sort  In  any  year  it  is  going  to  make,  without  reference 
to  the  other  demands  made  upon  the  city  administration  and 
vrithont  being  compelled  to  justify  their  expenditures  as  to 
importance  and  their  immediate  necessity,  as  compared  with  other 
demands  that  are  being  made  upon  the  city  at  the. same  time? 

"Aniwer  —  Mr,  Gilbert,  Deputy  Commissioner  of  Education :  I 
see  no  harm  in  it,  as  long  as  they  are  responsible  to  the  people 
of  the  city  school  district." 

V.ecomm€nda(ions  of  the  Committee 

The  Special  Joint  Committee  on  Taxation  and  Retrenchment 
tas  been  led  into  this  study  of  the  relations  of  the  schools  and 
tfae  city  unexpectedly  and  in  the  course  of  its  endeavors  to  find' 
»aj^  of  effecting  retrenchment  in  raunicipal  expenditures.  While 
voor  Committee  does  not  pretend  to  have  arrived  at  a  final  and 
complete  solution  of  all  the  problems  involved,  we  have,  never- 
theless, reached  certain  definite  conclusions.  We  are  convinced 
that  the  present  separation  of  power  from  responsibility  in  school 
administration  is  inherently  an  extravagant  form  of  administra- 
tive orgauizati(HL  This  conviction  has  been  strengthened  by  the 
concrete  evidence  of  carelessness  and  waste  in  school  administra- 
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tion  that  has  been  laid  before  us.  Kealizing,  however,  the  intri- 
cate nature  of  this  entire  problem  of  public  education,  we  do  not 
feel  justified  in  going  further  than  the  presentation  of  this  ques- 
tion with  some  of  its  implications  in  the  field  of  administration. 
The  views  and  judgments  of  those  who  are  experienced  in  the 
administration  of  our  cities  throw  a  new  light  on  this  matter, 
and  bring  to  the  discussion  of  this  problem  considerations  which 
have  been  overlooked  or  discounted  by  our  professional  educators. 
The  present  relation  of  city  and  schools  is  far  from  satisfactory. 
It  must  be  changed  in  the  interests  of  education  no  less  than  in 
the  interests  of  city  government  This  fact  is  recognized  by  the 
State  Department  of  Education  as  well  aa  by  the  mayors  of  our 
cities.  In  our  judgment,  whatever  reorganization  is  finally  worked 
out,  the  change  must  make  our  schools  democratic,  efficient  and 
economical.  To  be  democratic,  the  schools  must  be  under  the 
direction  of  locally  selected  authorities.  To  be  efficient,  the  schools 
must  meet  standard  minimum  educational  requirements  to  be 
determined  by  the  people  of  the  State  as  a  whole  through  the 
State  Legislature  and  the  State  Bepartment  of  Education;  and 
the  schools  must  be  "  kept  out  of  politics  "  both  municipal  and 
educational  through  the  appointment  of  the  board  and  adoption  of 
sound  business  methods  in  the  purchasing  of  supplies,  the  manage- 
ment of  personnel  and  the  construction  of  buildings.  To  be 
economical,  the  reorganized  school  administratioa  must  provide 
for: 

1.  The  unification  of  the  power  to  fix  the  school  budget 
and  direct  responsibility  for  levying  and  collecting  the  school 
tax. 

2.  The  review  of  school  budgets  by  those  who  do  not  spend 
the  school  money. 

3.  The  review  of  school  budgets  in  comparison  with  the 
budgets  of  all  other  city  services  and  the  determination  of 
school  appropriations  in  comparison  with  the  proportionate 
needs  of  the  public  for  governmental  services  and  their 
willingness  to  pay. 

4.  The  administration  of  the  schools  in  correlation  with 
the  other  governmental  functions  of  the  city  which  can  work 
most  economically  through  the  common  utili2ation  of  the 
school  plant 
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5.  The  administration  of  the  schools  in  correlation  with 
those  departments  of  the  city  government  which  by  their 
service  to  the  department  of  education  can  make  the  pay- 
ment for  expensive  special  service  unnecessary. 

6.  The  purchasing  for  all  school  and  municipal  supplies 
through  a  single  department  or  agent. 

While  your  Committee  does  not  believe  that  a  concrete  program 
to  embody  these  guiding  principles  for  securing  a  school  system 
that  is  demo.cratic,  efficient  and  economical  can  be  arrived  at 
without  much  difficulty,  we  believe  that  it  is  worth  the  effort. 
If  there  are  among  the  city  executives  those  who  overemphasize 
the  need  for  economy  and  the  interrelation  of  the  schools  and  the 
city  administrations;  if  there  are  among  our  educators  those 
who  fail  to  realize  the  need  for  balance  and  proportion  in  expend- 
itures for  public  purposes,  we  appeal  to  them  to  recognize  their 
professional  hiaa  and  to  join  hands  in  the  effort  to  work  out  a 
solution  of  this  problem.  We  believe  that  a  joint  committee  com- 
posed of  members  of  the  Legislature,  representatives  of  the  State 
Department  of  Education  and  representatives  of  the  city  admin- 
istrations should  be  created  to  carry  on  further  investigations  and 
to  recommend  to  the  Legislature  the  measures  which  they  may 
deem  necessary. 

In  the  course  of  our  investigation  of  this  problem  of  the  relation 
of  education  to  the  city,  our  attention  has  been  called  to  the  pro- 
vision of  law  which  prevents  the  State  Comptroller  from  examin- 
ing the  accounts  of  boards  of  education  without  going  through  the 
formality  of  securing  the  approval  of  the  State  Department  of 
Education.  It  has  been  stated  that  this  might  prevent  the  exami- 
nation of  school  hoard  accounts  in  conjunction  with  municipal 
accoimts  by  the  agents  of  the  comptroller,  and  as  the  State  Depart- 
ment of  Education  agrees  with  us  that  the  provision  is  entirely 
unnecessary,  we  recommend  its  repeal.  A  bill  to  bring  this  about 
is  presented  in  the  appendix  of  this  report. 
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Oovemmental  OigsnitaMon 
In  the  course  of  the  conferencea  held  by  your  Committee  the 
question  of '  municipal  govenmiental  organization  wae  diseuesed 
with  city  officials  throtigbout  the  State.  This  question  was  dia- 
cuaeed  particalaily  from  the  standpoint  of  eeonomy  .in  adminia- 
tratian.  Officials  appearing  before  the  Ck)mmittee  were  ui^ed 
to  point  out  any  examples  of  increased  or  unneeeaaary  expenditure, 
due  to  improper  or  duplicating  organization  prescribed  by  law, 
and  the  effects  upon  practical  economy  of  the  decentralized  exer- 
cise of  such  fnnotionB  of  government  as  purchasing,  accounting 
and  engineering. 

Existing  Types  of  Municipal  Government  Organization  in  New 
York  State 
The  cities  of  the  State  are  grouped  by  law  into  three  dassea 
Hocording  to  their  population.  Except  for  cities  of  the  second 
class,  however,  there  ia  no  uniformity  of  governmental  organiza- 
tion within  any  particular  class.  In  fact  the  existing  plans  of 
municipal  governmental  organization  are  so  varied  that  any  con- 
cise logical  clasei£cation  of  them  is  impossible.  As  a  basis  for 
discussion  in  this  report,  however,  the  existing  plans  of  organiza- 
tion are  clnssified  into  three  general  types  according  to  the  gov- 
ernmental agencies  provided  for  the  exercise  of  legislative  and 
executive  functions.  These  three  types  are  "the  Federal,"  "the 
Commission  "  and  "  the  Commission  !Manager." 

The  Federal  Type 

In  this  discussion  those  plans  of  municipal  governmental 
organization  which  provide  for  a  separation  of  legislative  and 
executive  functions  are  considered  to  be  of  the  Federal  type.  The 
legislative  and  executive  agencies  usually  provided  in  cities  having 
this  type  of  organization  consist  of  an  aldermanic  body  and  a 
mayor  supplemented  in  most  cities  by  some  independent  adminis- 
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tntiTe  odSciflls  and  boards.  There  is  general  c(»ui8tency  throogli- 
ont  this  groap  so  far  as  the  legiaiatire  branch  is  conceriKd  inas- 
much as  all  Federal  type  cities  have  a  eommon  comieil  althon^ 
the  powen  of  the  council  vary  conaider&bly  from  city  to  city. 

There  is  no  luuformity  among  the  Federal  type  cities  aa  to  the 
execntire  agencies  provided  for  under  the  vazioiu  charters.  The 
existing  i^ans  of  goTemmeot  of  this  ^pe  provide  f  or  -  ezecative 
agencies  ranging  from  the  <Hie  extreme  of  nearfy  complete  centrali- 
zation onder  a  mayor  to  nearly  comjJete  decentralization  where 
the  executive  agenciee-  are  numerous  indbpendent  offidals,  boards 
and  conuuisBiona  New  Yoik  City  and  KochestieT,  and  the  second 
class  cities  are  governed  by  plans  of  govemmeBt  of  the  Federal 
type  whidj  t«id  to  centraliae  power  and  reeponsibility  in  the 
mayors,  and  in  each  of  these  cities  provision  is  made  for  an 
independent  controlling  financial  official.  The  secmid  class  cities 
have  centralized  the  administration  of  practically  all  important 
fancti(Bis  of  government  except  assessment,  collection,  custody  and 
disbursement  of  fund&  These  functions  are  exercised  by  inde- 
pendently elected  officials. 

It  is  in  the  third  class  cities  of  the  State  that  ^ob  extreme 
variations  id  plans  of  government  of  the  Federal  type  appear. 
It  may  be  said  that  there  are  as  many  individual  plans  of  this 
type  as  there  are  cities  in  the  group.  The  common  chaxacteristic  is 
the  tendency  toward  board  and  commission  .organization  running 
thzDogfaout  and  varying,  from  very  few  such  boards  in  some  cities 
to  a  very  laj^  number  of  boards  and  conunisaions  in.  others.  The 
city  of  Dunkirk  is  an  example  of  extreme  decentralization  of 
executive  agencies  of  government.  This  city  has  three  entirely 
independent  govei-nments,  each  exercising  powers  of  tax  levy  and 
each  maintaining  its  own  purchasings  auditing,  accounting,  and 
engineoing  machinery.  In  so  far  as  there  is  a  general  city  govern- 
ment it  ia  composed  of  a  small  council,  a  mayor,  an  elected  city 
engineer,  an  elected  street  commissioner,  an  elected  city  attorney, 
ul  elected  tax  receiver,  an.  elected  sealer  of  weights  and  measures. 
an  independent  board  of  health,  an  elected  board  of  assessors  and 
an  elected  board  of  police  and  fire  commissionsrs  of  which  the 
mayor  is  an  ex  officio  mrauber.  The  members  of  the  boards  are 
appointed  or  elected  for  overlapping  terms.     The  officials  here 
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enumerated  compose  only  the  general  city  governraait.  The  other 
two  govemmenta  are  an  elected  board  of  education  with  un- 
limited powers  of  taxation  and  overlapping  terma,  and  an  elected 
board  of  public  utility  commtssionera  with  overlapping  terms  and 
nearly  complete  political  and  financial  independence.  This  city 
probably  represents  the  extreme  example  of  decentralized  adminis- 
tration but  many  cities,  for  example,  Jameatown,  Little  Falls 
and  Coming  approach  this  extreme  of  decentralization. 

The  cities  of  Plattsburg  and  Kingston,  where  the  mayors  and 
the  members  of  the  couileil  are  the  only  elective  officials,  and 
administrative  officials  are  appointed  by  the  mayors,  represent  the 
other  extreme  of  centralized  executive  agencies.  All  other  plans 
of  the  Federal  type  tend  to  vary  between  these  two  extremes. 

The  Commission  Type 

There  is  general  familiarity  with  the  main  characteristics  of 
the  Commission  type  of  municipal  government  The  outstanding 
feature  of  the  various  plans  of  this  type  is  the  combination  of 
legislative  and  administrative  powers  under  a  common  agency 
usually  a  council  or  commission  composed  of  five  members.  Plans 
of  government  of  this  type  are  not  common  in  New  York  State. 
The  city  of  Buffalo  and  five  cities  of  the  third  class  have  adopted 
commission  charters,  but  there  is  no  tendency  toward  more  gen- 
eral adoption  of  this  type  of  organization.  Even  among  the  few 
commission  governed  cities  there  are  variations  in  the  manner  of 
assigning  coi^unissioners  to  departments  and  in  the  distribution 
of  administrative  functions  among  the  various  departments.  As 
illustrative  of  these  variations  it  is  cited  that  under  the  Buffalo 
plan  the  various  commissioners  decide  among  themselves  upon 
the  assignment  to  departments  while  under  the  Saratoga  Springs 
plan  each  commissioner  is  elected  to  head  a  particular  depart- 
ment. Under  the  Buffalo  plan  the  various  functions  of  govern- 
ment are  more  or  less  equally  distributed  among  the  various 
departments  while  under  the  Saratoga  Springs  plan  the  mayor  is 
not  directly  in  charge  of  any  part  of  the  administration  and  the 
commissioner  of  finance  has  charge  of  only  a  part  of  the  financial 
functions,  there  being  also  a  commissioner  of  accounts  who  exer- 
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cises  part  of  the  financial  functions  and  divides  the  functions  of 
collection  and  audit  with  the  commissioner  of  finance  in  such 
mumer  that  neither  can  be  an  independent  auditing  official. 

The  Commiagion  Manager  Type 

The  essential  characterii.tic  of  the  Commission  Manager  type  of 
mnnicipal  government  is  the  centralization  of  administration 
under  a  manager  or  chief  executive  chosen  by  an  elected  commis- 
sion. Six  Xew  York  cities  are  operating  under  plana  of  govern- 
ment of  this  type,  the  most  notable  case  being  Niagara  FalU,  This 
principle  of  governmental  organization  appears,  however,  in  cities 
where  elected  boards  of  education  retain  superintendents  as  chief 
executives  or  where  elective  boards  of  utility  commissioners  retain 
chief  executives  to  operate  the  utilities. 

Testimony  of  Municipal  Officials 

Id  the  course  of  the  Committee's  inquiry  much  valuable  infor- 
mation upon  municipal  governmental  organization  was  developed. 
The  second  class  cities  of  the  State  were  represented  by  men  of 
marked  ability  whose  discussions  before  the  Committee  showed 
evidence  of  thoughtful  consideration  of  the  problems  of  sound  and 
effective  municipal  governmental  organization.  ,  The  second  class 
cities  of  the  State  are  governed  by  a  board  of  estimate  plan  of  the 
Federal  type  in  which  practically  all  functions  except  assessment, 
collection  and  custody  of  funds  and  auditing  are  under  the  control 
of  the  mayor.  The  representatives  of  the  second  class  cities  are 
unanimously  inclined  toward  further  centralization  of  the  munic- 
ipal government  by  abolition  of  elected  assessors  and  the  elected 
treasurer,  and  by  bringing  these  officials  under  the  control  of  the 
mayor  by  appointment. 

The  testimony  of  officials  representing  cities  of  the  third  class 
governed  by  some  variety  of  the  Federal  type  developed  two  well- 
defined  criticisms  of  existing  conditions,  namely,  that  widely 
decentralized  organization  is  uneconomical  organization,  and  that 
wipaid  service  on  the  part  of  citizens  under  any  plan  of  organiza- 
tion is  ineffective  and  wasteful. 

Many  municipal  officials,  representing  cities  governed  in  whole 
or  in  part  hy  boards  and  numerous  elected  officials,  complained  of 
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a  lack  of  central  supervision,  co-ordination  and  responBibility  in 
their  citiesi  The  lack  of  central  control  and  responsibility,  we 
were  informed,  leads  to  OTer^nphasifl  of  the  relative  importance 
of  certain  functions  of  the  government  and  general  competition 
for  public  funds  regardlesB  of  financial  conditions.  In  the  com- 
petition for  funds  the  fnnctkina  administered  by  politically 
dominant  personalities  often  receive  greater  attention  than  is 
warranted  by  their  relative  importance  and  hy  financial  condi- 
tions. This  is  the  experience  of  cities  not  provided  with  a  central 
executive  agency  with  power  and  responsibility  for  balancing  the 
various  demands  for  funds  against  each  oth^-  and  balancing  all 
expenditures  against  revenues. 

Another  feature  of  decentralized  administration  by  boards  and 
numerous  elected  officials  which  was  freely  criticised  by  the  cities 
is  the  imnecessary  duplication  of  organization.  This  duplication 
appears  especially  in  the  field  of  pnblic  works  where  it  is  a  com- 
mon thing  to  have  two  or  three  independent  agencies  in  charge  of 
public  works  and  public  utilities.  The  city  of  Dunkirk  with  an 
elected  city  engineer,  an  elected  street  commissioner  and  an 
elected  board  of  utility  commissioners  presents  an  example  of 
divided  control  of  engineCTing  features  in  public  works  and  utili- 
ties. Another  example  of  duplication  which  was  pointed  out  in 
the  conferences  is  the  common  existence  of  health  agencies  in  the 
regularly  constituted  health  departments  and  in  the  departments 
of  education.  Duplication  of  organization  for  accounting  and 
purchasing  ia  quite  common  under  decentralized  organization. 

The  criticism  with  regard  to  part-time  service  of  citizens  i' 
practically  unanimous.  This  service  appears  most  commonly 
under  a  board  systwn  where  unpaid  citizen  boards  are  charged 
with  general  administration  of  such  functions  as  health,  educa- 
tion, police  and  fire  and  public  works.  The  practice  of  employ- 
ing part-time  assessors  with  nominal  salary  is  also  quite  common. 
As  was  repeatedly  pointed  out,  the  theory  of  this  plan  is  that  able 
business  men  can  be  charged  with  the  general  administrative 
responsibility  thereby  saving  the  expense  of  employing  high 
salaried  executives.  The  almost  universal  objection  to  this  idea 
is  best  expressed  by  Mayor  Zoller  who  represented  Little  Falls 
which  has  been  governed  by  a  multiple  board  system  since  1S95, 
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Hia  statement  was  to  the  efiect  that  only  buBinees  men  of  ability 
are  desirable  as  board  mranbera  bnt  that  men  of  sufficient  ability 
cannot  afford  to  contribute  sufficient  time  and  attention  to  the 
poblic  buainess  to  acquire  accurate  detailed  knowletj^e  of  the 
proUems  involved.  Effective  public  adminiatration  requiies  a 
fairly  intimate  knowledge  of  the  technical  details  of  engineering, 
accounting,  law,  public  health,  aesessment,  etc.,  vriiieh  men  of 
fiofficient  ability  cannot  take  the  time  to  acquire  upon  an  unpaid 
or  nominal  salary  basis.  Mayor  Wallin  on  the  basis  of  his 
erperienee  and  observation  made  the  following  statement  before 
the  Cc»nmittee: 

"  I  have  come  to  the  point  of  view  that  selecting  eommis- 
aions  and  men  from  civil  life  rather  than  from  official  life 
to  act  for  the  city  does  not  bring  results.  You  have  got  to 
centralize  your  power  in  facials  who  are  dected  or  appointed 
and  who  are  Tn«Vi^  a  bustness  of  holding  office." 

The  possible  advantage  of  a  board  system  in  a  small  community 
was  pointed  out  by  City  Attorney  Hammond  of  Geneva  when  he 
stated  that  representation  of  citizens  in  an  advisory  capacity  is 
sometimes  desirable  in  order  to  give  public  spirited  citizens  an 
opportunity  to  present  their  views,  to  keep  in  active  touch  with 
public  affairs  and  to  contribute  what  service  they  care  to.  This 
arrangement  is  often  made  in  public  health  work  by  the  appoint- 
ment of  an  unofficial  advisory  council,  but  it  is  an  entirely  differ- 
ent relationship  than  the  common  one  under  which  citizens  are 
requested  to  assume  full  administrative  responsibility  without 
compensation. 

With  regard  to  commission  government  very  little  comment  was 
developed.  The  one  outstanding  criticism  made  of  this  form  of 
government  was  that  commission  government  lacks  administrative 
unity.  The  official  representative  of  one  commission  governed 
city  referred  to  the  commissioners  as  "  five  little  mayors,"  each 
supreme  in  a  certain  field  of  municipal  activity  and  each  strongly 
emphasizing  the  relative  importance  of  his  particular  field  of 
action.  In  practice  the  basis  for  a  working  agreement  among  the 
commiasioners  is  the  understanding  that  each  will  be  supreme 
in  hia  own  field  and  that  the  budget  requests  of  each  shall  be 
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mutually  respected,  and  honored,  with  the  result  that  there-  is  no 
critical  appraisal  of  each  conmiiasioner'B  plans  for  extension  and 
expansion  of  activities. 

City  managers  generally  abstained  from  criticism  of  commis- 
sion manager  organization  except  in  minor  matters.  The  feel- 
ing seemed  to  he  that  the  commission-manager  form  was  a  great 
improvement  over  the  previous  organization  of  the  city. 

Conclusion*  of  the  Committee 

As  a  result  o£  the  information  develojjed  in  the  conference  and 
a  study  of  general  tendencies  in  governmental  oi^anization 
throughout  the  country,  the  Committee  has  arrived  at  three 
definite  conclusions,  namely: 

1.  The  most  effective  and  economical  type  of  municipal 
government  organization  is  one  in  which  all  executive  func- 
tions are  centralized  under  a  single  executive  head  directly 
responsible  to  the  electorate. 

2.  The  maximum  amount  of  latitude  should  bo  allowed 
local  authorities  in  prescribing  the  departmental  and  internal 
organization  of  municipal  government. 

.  3.  Any  system  of  unpaid  part  time  service  tends  to  be 
uneconomical  and  ineffective  and  all  service  should  a9  a  rule 
be  paid  service. 

The  first  conclusion  with  regard  to  centralization  of  executive 
agencies  is  borne  out  by  the  practically  unanimous  expression 
of  opinion  of  municipal  ofBcials  of  the  State,  the  definite  move- 
ment in  this  direction  among  various  State  governments  of  the 
country  and  the  result  of  studies  in  municipal  government 
organization  made  outside  the  State  of  New  York.  The  opinions 
of  the  various  municipal  officials  of  the  State  have  already  been 
discuBsed  in  a  previous  section  of  this  chapter.  The  present 
tendency  toward  centralization  of  executive  agencies  in  State 
government  is  very  fully  discussed  in  a  supplement  to  the 
National  Municipal  Eeview  of  November,  1919.  Numerous 
studies  of  this  question  of  the  organization  of  municipal  gov- 
ernment have  been  made  by  various  mimicipalities  of  the  country 
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of  which  Scranton,  Pittsbui^,  St.  Louie,  Indianapolis  and  Cin- 
cinnati are  but  a  few.  The  results  of  the  independent  studies 
made  in  the  above  cities  unanimously  endorsed  the  idea  of  a 
highly  centralized  executive  agency. 

Our  second  conclusion  that  the  maximum  amount  of  latitude 
should  he  allowed  local  authorities^  in  determining  departmental 
and  internal  organization  is  based  upon  the  fact  that  munici- 
palities are  subject  to  continually  changing  conditions  and  prob- 
lems, and  that  efficient  and  economical  administration,  under 
nich  conditions,  requires  periodic  changes  in  administrative 
organization.  It  is  commonly  felt  that  municipal  charters  should 
not  prescribe  departmental  fimctions  or  fix  salaries  in  detail. 
This  principle  is  recc^ized  by  the  Legislature  in  the  Optional 
Charter  Law  for  third-clnss  cities  (chap.  444,  Laws  of  1914), 
but  numerous  charters  of  the  Federal  and  commission  types  have 
been  granted  to  third-class  cities  during  the  past  few  years  which 
do  prescribe  in  detail  the  organization  of  municipal  governments. 
The  statement  of  Mayor  Wallin  of  Yonkers  that  some  of  the 
detail  organization  prescribed  in  the  Second  Claaa  Cities  Law 
is  excessive  for  smaller  cities  of  the  class  emphasizes  the  desira- 
bility of  considerable  flexibility  in  the  departmental  orgar.ization 
and  in  the  distribution  of  functions. 

The  third  conclusion  of  your  Committee  that  unpaid  or 
nominally  paid  part  time  service  is  unsatisfactory  is  based  upon 
the  results  of  the  common  practice  of  placing  responsibility  for 
administrative  functions  upon  unpaid  boards  and  commissions, 
either  boards  in  charge  of  a  single  function  or  commissions 
responsible  for  an  entire  municipal  government.  The  general 
feeling  and  experience  of  city  officials  seems  to  be  thai,  as  a 
general  rule,  especially  in  the  larger  cities,  little  satisfactory 
service  and  attention  can  be  secured  from  unpaid  business  or 
professional  men.  The  time  has  passed  when  a  group  of  public- 
Bpirited  citizens  devoting  a  few  hours  each  month  to  board  meet- 
ings can  intelligently  direct  such  activities  as  public  work?,  public 
safety,  public  welfare  and  financial  planning.  Municipal  govern- 
ment has  become  too  complicated  for  any  set  of  men  with  the  best 
of  intentions  to  be  able  to  direct  or  to  contribute  anything  toward 
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the  effectire  direction  of  public  buain«es  witliOQt  an  intimate  and 
tborough  knowledge  of  details  of  which  municipal  ^verument 
is  seeessariiy  oompoeed.  The  direct  economy  of  Bach  a  scheme 
ia  a  fiction  because  invariably  an  nnpaid  board  or  department 
head  miut  retain  a  paid  ezecntive  or  deputy  to  carry  on  the  work. 
This  ia  illoatzated  in  one  or  two  commiasion-^vemed  cities  where 
commissiaiiers  are  paid  only  nominal  salaries,  and  without  per- 
sonal sacrifice  oan  give  only  nominal  service,  while  well-paid 
depaties  are  retained  to  administer  the  governnHmt.  The  prin* 
ciple  of  asking  citizens,  except  in  times  of  emergency,  to  devote 
extensive  time  and  energy  to  the  details  of  public  business  at  a 
personal  sacrifice  is  an  unsound  one  and  should  be  gradually 
abandoned.  It  ia  felt  that  in  the  Icmg  run  municipalities  will 
pay  for  alt  the  service  th^  receive  either  directly  by  salaries  to 
officials  or  indirectiy  on  account  of  well-intentioned  Wundcrs  (Jue 
to  liie  lack  of  oe-ordiaation  and  planning. 

BecomjneTidations  of  the  Committee 

It  is  TecogaizeA  that  improved  municipal  government  cannot 
be  legislated  into  existence  by  any  group  oi  laws.  Better  nnmic- 
ipal  government  will  be  aecured  when  simplified,  centralized, 
responsible  government  is  provided  and  when  austained  popular 
interest  enforces  official  accountability.  The  general  application 
of  Bound  principles  of  governmental  organization  will  oome 
gradually  as  the  varimis  communities  see  the  necessity  for  sound 
organization.  However,  your  Committee  is  oonvinoed  that  the 
time  has  come  when  further  experimenting  with  fundamentally 
unsound  organization  should  be  discouraged.  It  ia  felt  that  the 
Legialature  should  adopt  a  definite  policy  on  the  questitm  of 
municipal  governmental  organization  when  considering  charter 
proposals. 

The  policy  recommended  is  as  follows  : 

1.  The  Legislature  should  discourage  the  proposal  of  any 
charter  legislation  tending  to  decentralize  materially  the 
governmental  organization  of  any  municipality. 

2,  Charter  proposals  providing  for  unpaid  or  nominally 
paid  administrative  officials  should  be  discouraged. 
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S.  No  charter  should  be  granted  bj  the  L<^slature  which 
jocscribes  &6  appointment  and  fixes  the  salariea  of  appoint- 
ive adminiatrative  officials  or  prescribes  in  detail  the  assign* 
ment  of  functions  of  government  to  administrative  depart- 
ments. 

The  Special  Joint  Committee  on  Taxation  and  Retrenchment 
believes  that  the  adoption  of  these  policies  by  the  Legislature  will 
encourage  the  establishment  of  more  efficient  and  therefore  more 
economical  city  government  in  the  State  of  New  York 
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CHAPTER  IV 

The  Munioipal  Budget 

The  Committee  has  examined  the  common  methods  o£  tirancial 
plamiLDg  in  use  in  the  cities  of  the  State.  The  testimony  of 
public  officials  revealed  the  fact  that  there  is  general  lack  of  uni- 
formity in  the  methods  and  time  of  preparing  and  adopting 
annual  municipal  budgets.  There  are  aa  many  variations  in 
official  responsibility  for  budget  enforcement  as  there  are  forms 
of  municipal  government.  The  extent  of  the  applicatioa  of 
annual  budgets  to  all  municipal  funds  varies  from  one  extreme 
of  application  only  to  the  "  current  "  or  general  fund  to  the  other 
extreme  of  complete  application  to  all  funds.  The  effectiveness 
of  annual  budgets  as  financial  plans  controlling  all  expenditures 
varies  from  one  extreme  in  some  cities  where  budgets  are  adhered 
to  in  good  faith  to  the  other  extreme  in  other  cities  where  budgets 
are  entirely  disregarded  and  do  not  control  expenditures. 

It  ia  felt  that  prevailing  conditions  in  many  municipalities  are 
such  that  discussion  of  this  subject  of  financial'  planning  should 
be  confined  to  certain  major  elements  entering  into  the  question 
of  sound  financial  planning.  These  major  elements  are:  (a)  the 
budget  or  financial  calendar,  (b)  the  completeness  or  extent  of 
application  of  municipal  budgets,  (c)  the  effectiveness  of  munic- 
ipal budgets  as  financial  plans  made  in  good  faith  and  duly 
enforced  upon  spending  officers,  and  (d)  the  responsibility  for 
budget  preparation. 

Budget  Calendar 

By  budget  calendar  is  meant  the  time  schedule  in  accordance 
with  which  the  various  formal  or  informal  steps  leading  up  to 
and  including  the  adoption  of  the  budget  are  taken.  This  schedule 
is  important  because  of  its  relation  to  the  question  of  temporary 
financing  and  tax  collection.  The  inquiry  of  the  Committee 
revealed  the  fact  that  in  many  cities  no  part  of  the  annual  taxea 
[58] 
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tre  coUected  for  several  montba  after  the  beginning  of  the  fiscal 
period.  In  a  few  cases  this  unnecesaary  postponement  of  tax 
collection  is  due  to  custom  and  precedent,  but  in  the  majority  of 
eases  it  is  due  to  the  fact  that  budgets  are  not  adopted  and  tax 
rates  are  not  determined  sufficiently  early  to  permit  collection 
of  taxes  early  in  the  fiscal  year.  The  result  is  unnecessary 
temporaiy  borrowing  in  anticipation  of  revenues,  resulting  in 
interest  charges  which  could  be  avoided  by  a  proper  budget 
calendar. 

The  various  budget  calendars  now  existing  aie  provided  in 
the  various  city  charters.  The  city  of  New  York  adopts  its 
annual  budget  several  weeks  before  Ibe  beginning  of  the  fiscal 
year,  and  the  city  of  Rochester  adopts  its  annual  budget  in  ilarch, 
after  the  beginning  of  the  fiscal  year.  The  third-class  cities  of  the 
State  adopt  annual  budgets  some  time  between  three  months  prior 
to  the  commencement  of  the  fiscal  period  and  the  middle  of  the 
fiscal  period.  Consequently  tax  collections  in  many  cities  are  not 
made  until  well  on  in  the  fiscal  year,  some  of  them  being  nine 
months  after  the  commencement  of  the  year.  This  necessitates 
borrowing  money  and  paying  interest  which  in  many  cities  is  a 
substantial  itran. 

On  the  other  hand  some  cities  have  charter  provisions  requir- 
ing the  adoption  of  annual  budgets  as  much  as  two  or  three 
months  prior  to  the  commencement  of  the  fiscal  year.  This  sort 
of  a  calendar  make  possible  the  early  collection  of  taxes  but  has 
the  practical  disadvantage  that  at  too  early  a  date  the  financial 
cMidition  of  the  city  as  of  the  end  of  the  year  cannot  be  antici- 
pated. The  result  ia  that  many  of  the  cities  passing  budgets  two 
months  before  the  end  of  the  fiscal  year  carry  substantial  sur- 
plnaes  or  deficits  over  from  year  to  year  resulting  in  haphazard 
financing  and  fluctuating  tax  rates. 

Compleieness  of  Municipal  Budgets 

The  inquiry  of  the  Committee  revealed  the  fact  that  the  common 
impression  among  municipal  officials  is  that  a  budget  is  a  financial 
plan  as  applied  simply  to  a  "  current "  or  general  fund.  The 
State  Comptroller,  as  supervisor  of  municipal  accounts,  has  fol- 
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lowed  the  practioes  of  setting  up  a  comparativelj  few  distinct 
funds  to  whidi  all  revenues  are  to  be  credited  aod  all  expeuditum 
are  to  be  charged.  As  a  rule  theee  funds  axe  a  "  curresit "  fund, 
a  "  water "  or  "  utilities "  fund,,  an  "  aaaeesment "  fund,  a 
"  capital "  fund  and  a  *'  trust "  fund  or  funds.  Naturally  the 
"  current "  fund  is  by  far  the  most  important,  but  as  a  rule  the 
"water"  or  "utilities"  fund  and  the  "capital"  fund  are  lite- 
wise  important  because  the  expenditures  from  these  funds  are  a 
large  percentage  of  total  expenditures.  But  common  thinking 
throughout  the  State  does  not  consider  the  budget  as  ^plying 
beyond  the  "  current "  fund  with  the  result  that  public  utilities 
and  capital  enterprises,  except  in  rare  instances,  are  not  on  a 
budget  basis.  Even  in  New  York  city  not  all  expenditures  for 
current  purposes  from  the  current  fund  are  included  in  the 
annual  budget  and  in  numerous  cities  it  is  a  common  practice  to 
make  expenditures  from  the  current  fund  in  addition  to  expend- 
itures provided  for  by  budget  appropriations. 

The  importance  of  placing  all  expenditures  from  all  funds  upon 
a  budget  basis  is  illustrated  by  the  fact  that  numerous  cities  are 
operating  public  utilities  with  deficits  continuing  from  year  to 
year.  The  experience  of  Dunkirk  is  presented  as  an  example. 
The  failure  to  operate  its  lighting  and  water  department  according 
to  an  annual  financial  plan  resulted  in  the  cumulation  in  three 
■  years  of  a  deficit  of  more  than  $80,000  without  a  revision  of  rates 
until  the  fourth  year.  The  upward  revision  of  rates,  when  it 
came,  was  sufiicient  to  clear  more  than  half  the  cumulated  deficit 
in  one  year.  Such  financing  would  be  disastrous  to  most  com- 
mercial enterprises,  and  should  be  avoided  in  public  enterprises. 

Effectiveness  of  Municipal  Budgets 

When  discnssing  the  effectivenese  of  manioipal  budgets,  the 
Committee  has  in  mind  the  extent  to  which  a  budget,  oooe  adopted, 
is  binding  upon  municipal  officials  in  the  expenditure  of  public 
money.  The  annual  budget  is  a  gtatement  presented  to  citizens 
showing  the  proposed  expenditures  which  necessitate  the  colleetion 
of  taxes  and  other  revenues  at  a  given  rate.  The  effectiveness 
of  the  budget  aa  a  controlling. plan  is  the  measure  of  official  good 
faith  and  ability  in  planning  municipal  activities. 
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When  umaal  reports,  recording  the  finanaial  transacticms  oi  a 
given  £seal  year,  show  irreocmeilaUe  variatiima  from  &  bod^t 
prepared  for  that  year,  then  the  whole  procedure  reflects  one  of 
two  things  or  both;  first  lack  of  good  faith  with  taxpayers  in 
aJniinistering  municipal  afFairs,  and  second,  lack  of  administnitiTe 
abilin-  and  appreciation  of  the  reeponsibilitj  of  pabUo  offioe. 

The  testimony  of  numeroua  officials  at  the  conferences  brings 
oat  the  fact  that  nronETOus  citie?  are  not  administered  upon  a 
badget  basis  even  so  far  as  their  so-called  budget  is  supposed  to 
apply.  In  other  words,  many  munictpalitiee  are  spending  large 
amonnts  of  moneys  in  ezeeas  of  their  annual  budgets.  It  is  a. 
more  or  laes  common  pcaetice  to  imderestimate  revenues  in  the 
annual  budget  and  then  to  spend  the  reTenues  collected  in  excess 
of  budget  estimates  tbere^  completely  nnllifyii^  the  effectire- 
ne^s  of  budget  control.  This  means  that  an  expenditure  program 
U  presented  to  citiaens  and  taaea  are  levied  at  a.  oertain  rate  but 
that  during  the  ye&r  ihe  expenditure  program  is  "  revised " 
Dpnard  doe  to  "  unexpected "  muoellaneous  revenue  and  the 
qa€gt)<m  is  raised  in  the  minds  of  citisens  as  to  whether  the  fised 
tax  rates  were  necessary  or  whether  tbcr^  could  have  been  lower. 
The  re«l  disadvantage  to  taxpayers  frmn  saoh  practices  is  not 
only  extravi^ant  expendhores  hot  fluctuating  tax  rates  upon 
Ral  estate  which  tend  to  nmtabilize  property  values. 

The  finmcial  misiBuugemait  and -^actuating  tax  rates  result- 
ing from  ineffective  budget  GOntrol  is  illustrated  by  this  example: 
The  foUowiD^  sunss  were  raised  by  .general  tax  lervy  in  a  t^ird 
class  city  dttriitg  the  last  threeyeorrs:  $268,000  in  1918,^379,000 
in  1918,  and  $338,000  in  1920.  In  1919  the  tax  rate  in  this  city 
was  5.12  per  oent  on  70  per  cent  true  valuation.  The  effect  of 
Ais  kind  of  financing  upon  ihe  .property  Tables  can  readily  be 
Ken.  The  officials  of  another  city  stated  that  several  thousand 
dollars  per  year  were  spent  in  additnmto  the  budget  without  so 
mndi  as  a  formal  resolution  of  appropriation.  A  further  example 
was  brought  to  the  attention  of  the  Committee  in  which  an 
independent  board  of  ednoation  with  power  to  levy  taxes  had 
areomulated  a  surplus  of  more  than  850,000  by  intentionally 
padding  the  ammal  btu^et. 

It  is  felt  durt  upon  the  whole,  oonditiona  of  municipal  financing 
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are  such  that  the  Legislatnre  should  take  action  to  compel  sound 
financial  planning  where  existing  charters  fail  to  prOTide  for 
effective  budgets. 

ResponsihUity  for  Preparing  Municipal  Budgets 

The  responsibility  for  preparing  and  adopting  the  municipal 
budget  is  determined  by  the  type  of  governmental  organization. 
From  the  standpoint  of  responsibility  there  are  as  many  variations 
in  methods  of  budget  preparation  aa  there  are  types  of  organiza- 
tion. In  the  £rst  and  second  class  cities  of  the  State  operating 
under  a  board  of  estimate  plan  the  responsibility  for  budget 
preparation  rests  with  the  executive  branch  of  the  government, 
and  in  second  class  cities  ia  centered  io  the  mayor.  In  many  third 
class  cities  the  mayors  are  the  dominating  ofBcials  in  budget 
preparation  either  by  virtue  of  control  over  administration  or 
by  political  domination.  But,  in  the  majority  of  third  class 
cities  there  ia  no  central  responsibility  for  budget  preparation 
because  of  a  system  of  independent  executivea.  Preparation  and 
determinatiim  of  the  budget  in  these  cities  is  a  matter  of  inde- 
pendent dealing  between  the  various  boards,  commissions  and 
officials  composing  the  administrative  organization  and  the  council 
or  appropriating  body.  Ladt  of  central  responsibility  for  pre- 
paring the  budget  leads  to  general  competition  for  appropriations 
among  executive  agencies  and  overemphaais  of  the  importance  of 
some  functions.  The  effects  of  this  decentralized  responsibility 
is  expressed  by  city  officials  in  excerpts  of  testimony  such  as  the 
following :  "  We  all  take  a  whadt  at  it  {the  budget)  but  no 
particular  officer  personally  haa  any  jurisdiction  over  it."  Another 
statement  emphasizes  the  lack  of  central  control  or  responsibility : 
"  Each  department  is  working  just  for  itself.  They  are  not  work- 
ing for  the  whole  city  government  There  ia  no  central  control 
and  it  makes  it  more  expensive." 

CoTiclusions  of  the  CommUtee. 

It  is  the  conclusion  of  your  Committee  after  due  consideration 
of  the  methods  of  municipal  financing  that  the  Legislature  should 
enact  a  general  municipal  budget  law  along  the  lines  indicated 
below.    It  is  pointed  out  that  the  studies  of  a  similar  Legislative 
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Committee  in  the  State  of  New  Jersey  resulted  in  snch  a  general 
lair  to  meet  a  similar  situation  in  New  Jersey.  It  is  not  the 
riion^t  of  your  Committee  that  such  a  law  should  be  enacted  at 
the  present  session  of  the  Legislature  but  it  is  suggested  that  your 
Committee  be  continued  for  another  year  and  that  it  be  instructed 
10  prepare  a  draft  of  a  general  municipal  budget  law  along  the 
lines  laid  down  in  this  report. 

The  investigations  of  your  Committee  have  been  made  as  a 
preliminary  study  with  a  view  to  learning  actual  conditions,  but 
the  preparation  of  a  sound  budget  law  of  general  application 
should  be  based  upon  much  further  detailed  study.  It  is  apparent, 
however,  from  the  work  done  that  there  is  need  for  a  general  law 
which  will  make  provision  for  uniform  financial  planning  along 
the  following  lines : 

1.  Such  a  law  should  prescribe  a  budget  calendar  for  all 
cities  which  will  necessitate  adoption  of  the  annual  budget 
within  the  first  few  weeks  of  the  fiscal  year  at  the  very  latest. 
Snch  a  calendar  would  likewise  fix  dates  on  or  before  which 
departmental  estimates  must  be  submitted  and  a  public  hear- 
ing held.  In  a  large  number  of  cities  which  now  pass  the 
annual  budget  before  the  beginning  of  the  fiscal  year  the 
procedure  will  be  in  no  way  changed  except  that  the  date  of 
final  adoption  in  some  cities  might  be  changed  in  practice 
under  authority  of  the  general  budget  law, 

3.  Such  a  law  should  prescribe  that  all  the  revenues  and 
expenditures  of  each  and  every  fund,  with  the  possible  excep- 
tion of  assessment  and  capital  funds,  should  be  placed  upon 
a  budget  basis  and  made  a  part  of  the  annual  budget.  This 
would  extend  in  practice  the  principle  of  budget  control  to 
public  utility  and  trust  or  pension  funds  which  in  a  great 
many  cities  are  not  administered  upon  any  basis  of  annual 
planning.  It  is  pointed  out  that  many  cities  now  extend  the 
application  of  annual  budgets  to  nearly  all  funds  and  such  a 
legal  provision  would  in  no  way  interfere  with  these  cities. 
Those  cities  in  which  the  budget  applies  only  to  the  current 
fund  or  to  a  part  of  the  current  fund,  should  be  required  to 
extend  the  application  of  their  budgets. 
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8.  The  ttird  requisite  of  a  sound  municipal  budget  law 
would  be  a  provision  to  insure  and  compel  tbe  effectiveness 
of  budget  control  of  financial  operations.  In  tbe  first  place 
such  proviaion  sbould  require  complete  estimates  of  revenues 
and  expenditures.  This  would  be  done  by  proriaiona  to  the 
effect  tbat  no  money  from  miscellaneous  revenues  or  taxes 
collected  in  excess  of  budget  estimates  would  be  available  for 
expenditure  during  tbe  fiscal  year,  but  that  sncb  exoesa  revenue 
tbould  be  carried  to  surplus  accounts  and  applied  to  the 
reduction  of  taxes  in  the  next  annual  budget.  Provision 
should  be  made  in  the  law  for  inclusion  oi  a  reaaonabie 
contiiigent  appropriation  in  the  budget  to  provide  a  certain 
leeway  and  provision  should  be  made  for  financing  real  emer- 
gency expenses,  sucb  emergencies  to  be  defined  in  general 
terms  in  the  law.  By  such  a  series  of  legal  provisions  careful 
and  accurate  estimating  of  revenues  and  expenditures  would 
be  enforced  because  municipal  officials  would  have  no  money 
available  for  expenditures  not  provided  for  in  the  budget. 
The  New  Jersey  .law  enforces  budget  control  in  the  maimer 
outlined  above,  and  in  practice  the  effect  upon  careless,  inac- 
curate and  incomplete  estimating  of  revenues  and  expenditures 
has  been  salutary. 

It  is  recognized  that  a  sound  general  municipal  budget  law 
should  contain  further  provisions  of  a  less  important  character 
but  these  would  be  worked  out  in  the  careful  preparation  of  such 
a  law.  However,  as  a  result  of  its  study  of  municipal  budget 
methods  in  New  York  State,  your  Committee  definitely  recom- 
mends that  it  be  continued  for  another  year  and  that  it  be 
instructed  to  prepare,  for  legislative  consideration  in  1921,  a 
budget  law  along  the  lines  suggested  above. 
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In  years  gone  by  the  cities  of  the  State  of  New  Terk  have 
eogi^ed  in  dangerous  aod  extravagant  bonding.  The  iofoima- 
tion  which  hafi  been  laid  before  your  Cemmiltee  in  the  course  of 
iis  confefeuces  with  city  officials  has  disclosed  the  fact  that  no 
small  part  of  the  prosent  tax  burdm  in  the  average  city  of  the 
J?tate  is  directly  traceable  to  the  unsound  bonding  of  earlier  years. 
We  are  ^ad  to  report,  however,  that  these  -earlier  abuses  have  been 
abandoned  by  the  cities,  and  that  the  mayors  and  comptrollers 
bave  generally  adopted  sound  principles  in  T«cent  municipal  bond 
lisaes.  We  ■wish  to  call  attention  to  the  fact  that  fliis  imprDve- 
inent  in  bonding  pcflicieH  has  been  due  primarily  to  better  ad- 
ministration and  not  to  improved  legal  provisions.  In  fact  it  may 
be  said  tte  present  legal  prDvisions  witb  regard  to  municipal 
indeVtedness  have  done  little  to  develop  sounder  bonding  policiea 
in  this  State. 

In  the  following  pages  are  presented,  first,  die  general  I^al 
ptovislons  regarding  municipal  indebtednras;  second,  a  discussion 
of  tile  bonding  experience  of  the  municipalities  as  brouf^  out 
through  the  Committee's  hearings,  and  tbird,  the  concIusionH  and 
recommendations  of  flie  Committee. 

PAETI 

OznKAX,     XiBOAl.     PBOVmOKS     EtBeAXBlKQ     TOE     IirOUnUNe     OF 

VvmcTTAS.  Ijidebtedxthsb 
The  legal  provisions  with  regard  to  muniaipal  indebtedneas  are 
to  be  found  in  the  State  Constitution,  tbe  general  lawsj  the  special 
laws  and  the  municipal  charters.  It  is  dms  impossible  to  present 
in  anjr  tnv^^ny  a  digest  •£  the  iwoidiiii;  iam  «f  tftu  State.  The 
pnnmaBB  of  the  OiwiitutMii  s&l  of  ife  ganeial  lami  ire,  hmr- 
*m,  ai  SaUflnrs: 
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ConatittUion  of  New  York  State 

Article  VHI,  section  10,  of  the  State  ConBtitntion  limitB  the 
power  of  municipalities  to  incur  debt  to  a  percentage  of  the 
assessed  valuation  of  taxable  real  estate.  It  places  no  other  limi- 
tations on  the  power  to  issue  bonds  except  that  "  the  tenn  of  bonds 
issued  to  provide  for  the  supply  of  water,  in  excess  of  the  limita- 
tion of  indebtedness  fixed  herein,  shall  not  exceed  twenty  years." 
Furthermore,  "  a  sinking  fund  shall  be  created  on  the  issuing  of 
said  bonds  for  their  redemption  by  raising  annually  a  sum  which 
will  produce  the  amount  equal  to  the  sum  of  the  principal  and 
interest  of  said  bonds  at  their  maturity." 

Second  Glass  Cities  Law 

Section  60  permits  second  class  cities  to  incur  temporary  or 
funded  debts  for  any  municipal  purpose  authorized  by  law,  and 
also  permits  funded  debts  to  meet  deficiencies  in  estimated  rev- 
enues caused  by  the  reduction  in  assessed  valuations  of  special 
franchises.  Bonds  issued  must  be  serial  in  form,  must  mature  in 
not  exceeding  twenty  years,  and  must  be  redeemed  in  twenty  equal 
annual  installments.  Water  bonds  must  also  be  serial  in  form  and 
redeemed  in  equal  annual  installments,  but  the  maximum  matur- 
ity is  forty  years.  If  issued  outside  the  debt  limit,  however,  such 
bonds  would  necessarily  be  subject  to  the  constitutional  restrictions 
as  to  the  twenty  year  term  and  sinking  fund  redemption.  Bonds 
issued  for  refunding  are  also  permitted  a  maximum  maturity  of 
forty  years,  with  no  restrictions  as  to  maximum  maturity  based 
on  the  purpose  for  which  the  debt  was  originally  created. 

Eefunding  is  not  permitted  for  serial  bonds,  but  their  redemp- 
tion must  be  provided  for  in  the  annual  tax  levy.  In  all  other 
respects  the  powers  of  the  cities  are  subject  to  the  provisions  of 
the  general  municipal  law. 

General  Municip<d  Law 

Section  5  permits  temporary  loans  only  in  anticipation  of  the 
collection  of  current  taxes  and  for  the  purposes  for  which  the  taxes 
were  levied.  The  maximum  maturity  peirmitted  is  eig^  months, 
and  in  no  case  must  the  interest  run  on  any  such  loan  after  the 
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taiES  are  paid  into  the  treasnry  of  the  nmnicipality.  The  village 
lav  on  the  Bame  sabject  does  not  carry  these  limitations,  the 
money  being  payable  within  the  year. 

Section  6  permits  the  isroanee  of  bonds  for  specific  objecta  ot 
porpoees  definitely  expressed  in  the  ordinances  or  resolntions 
jDtharizing  the  issues,  and  these  ordinances  or  resolutions  must  be 
approved  by  two-thirds  of  all  the  elected  members  of  the  governing 
body.  If  otherwise  required  by  law,  the  proposal  must  also  be 
snbmitted  to  the  voters  for  approval.  The  ordinance  or  resolution 
authorizing  the  issue  must  provide  for  raising  annually  by  tax  or 
otherwise  a  sum  sufficient  for  the  redemption  of  the  bonds  at 
maturity. 

Section  8  permits  the  refunding  of  bonds  for  the  redemptitm 
of  which  no  funds  are  available  at  maturity.  The  bonds  issued  for 
refonding  purposes  must  be  limited  to  a  maximum  maturity  of 
thirty  years.  They  may  be  serial  in  form,  i.  e.,  "  an  amount 
ejoal  to  not  less  than  two  per  centum  of  the  whole  amount  of  such 
new  bonds  may  be  payable  each  year  after  the  issue  thereof." 

General  City  Law —  the  Home  Rule  Act 

Section  20  authorizes  cities  to  incur  debt  for  any  public  or 
municipal  purpose,  but  subject  to  the  limitation  (section  28) 
that  no  bonds  may  be  issued  to  pay  for  the  expenses  of  main- 
tenance, repairs,  or  current  operation  or  administration,  or  other- 
wiee  than  for  capital  improvements  or  for  the  refunding  of  bonds, 
the  redemption  of  which  has  not  been  provided  for  at  maturity. 
Whether  sinking  fund  or  serial  bonds  are  to  be  issued  is  not 
specified.  The  maturities  of  the  bonds  must  not  exceed  the  prob- 
able dnratioD  of  the  improvements  for  which  they  were  issued, 
which  must  be  estimated  in  a  certificate  filed  with  the  city  clerk 
W  tbe  chief  financial  ofBcer.  In  no  case  must  the  maturities 
exceed  fifty  years. 

The  provisions  of  the  Home  Kule  Act  are  desirable  in  many 
reelects,  especially  in  the  prohibition  of  bonds  issued  for  other  than 
permaneDt  improvements.  Its  application  has,  however,  been 
severely  restricted  by  section  22  of  the  act  itself  and  by  the  deci- 
siim  of  the  court  in  the  case  of  Geneva  v.  Fenwick  (1913)  to  the 
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£JliBg  in  of  gaps  and  omiasituis  in  the  provisiona  of  the  ex- 
isting law.  If  this  is  the  correct  iuterpretAtioa  of  the  deoiskm  and 
of  the  effect  of  section  23  of  the  act  itself,  it  does  seem  thai 
for  cities  of  the  second  dAsa  at  least,  .and  cities  which  are  not  otlier- 
wise  restricted  h;  their  charters,  pexmiasiou  exists  ia.  the  ]aw  to 
iaeue  bonda  for  maturities  coincident  with  the  duration  of  the 
improvement  to  be  £nanced,  and  to  determine  for  themselves 
whether  these  bonds  fhall  be  redeemed  seriailv  or  bj  means  of 
a  Binkiag  fund. 

Through  the  testimonj  of  corporation  counsels  and  thxongh 
the  examination  of  aty  charters  ^our  Committee  haa  found  moat 
of  the  cities  are  not  subject  to  the  general  provisions  of  law  with 
regard  to  municipal  indebteduess  becauae  of  the  special  prorvi- 
sions  of  their  charters.  This  fact  serves  atill  furtiier  to  confuse 
the  bonding  situation  in  this  State. 

Kecetsity  far  Compreketisive  Bond  Law 

This  general  survej  of  existing  general  law  is  indicctiTe  of 
the  confusion  surrounding  this  subject.  Not  only  are  there  gaps 
still  to  be  filled,  but  the  exiBting  provisions  existing  <rften  <oa- 
tradict  each  <rther  and  are  often  rendered  more  uncertain  by  the 
enactment  <^  Bpeeial  and  loc^  aeCs  and  daarters  from  time  to 
time.  It  is  highly  deeirabl©  that  the  situation  be  cleared  up  by 
the  enactment  of  a  oomprrfieoaiTe  law  covering  all  phases  of  tbe 
power  to  incur  debt  and  iesae  bonds,  and  aa  uniform  as  possible 
for  all  the  mnnicipalitiv  of  tbe  State.  It  riwulxl  be  »  thorough 
ae  to  make  onneceasary  and  difficult  the  continual  proeewionB  to 
Albany  for  special  poware  under  apeeinl  arts.  It  should  provide 
for  all  oontingeoeieB  requiring  the  issuance  of  temporary  or  per^ 
manent  oertificatee  of  indebtedn^e  to  the  end  that  the  unsound 
and  uneeonomjo  financial  practices  of  Ae  past  be  foireve*  pro- 
hibited and  made  impossible.  As  the  Empire  State  of  tiie  Nali<m, 
New  York  ongbt  to  have  a  law  that  may  prove  a  model  for  the 
others. 

Ordinarily,  the  many  admirable  provisioaia  of  the  Honte  Kule 
Act  wonld  suggest  that  it  be  made  the  nncteas  of  the  nMwa 
thorff»ghgoing  law.    In  view  of  its  uncertain  and  ind^nitc  ap^i- 
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eation,  however,  it  may  prove  mach  more  desirable  to  re-(fraft 
entirely  the  bonding  prorieions  of  the  C^eneral  Municipal  Law. 
The  eaitral  and  gniding  principle  of  the  law  should  be  the 
absolate  prohibition  for  the  future  of  the  issue  of  long  term  bonds 
to  finsBce  other  tiian  permaBent  improTements.  It  will  be  necea- 
Buy,  however,  to  pennrt  the  refnnSng  of  existing  bond  issues 
aboirt  to  raatnre  where  the  fnnds  are  laciing  for  their  retirement, 
bnt  the  terms  of  refunding  issues  should  bear  some  relation  to 
Ae  pnrpose  for  whirfi  the  original  debt  was  created.  It  will  also 
be  necessary  to  permit  the  funding  of  existing  burdensome  float- 
ing debts,  and  better  prorision  should  be  made  for  temporary 
borrowings. 

PART  n 

TjIE  BoTTDIIiO  EXPESIESCG  OF  NsW  YoBK  CiTIBS 

The  experience  of  the  cities  of  this  State  under  the  bonding 
laws  and  the  varying  provisions  of  their  charters  indicate  the 
need  fiar  a  radical  revision  of  the  bonding  laws  of  the  State. 
The  fonowing  pages  summarize  the  testimony,  difficulties  and 
SDg^?«tioDS  laid  before  your  Committee  by  the  citj-  officials. 

Temporary  I-ndebtedneaa 

Municipal  corporations  differ  from  private  business  in  that 
dtty  haTe  no  working  capital  and  hence  cannot  finance  their 
operations  continuously.  The  operations  oi  each  year  must  be 
financed  independently  with  receipts  sufficient  to  meet  the  appro- 
priations for  that  year,  so  that,  in  theory  at  least,  the  working 
capital  at  the  beginning  and  end  of  the  year  is  zero  and  there  is 
neither  a  surplus  nor  a  deficit  resulting  from  the  year's  operations. 

The  cxpeoses  of  tlie  municipality  begin  with  the  beginning  of 
the  fiscal  year.  Salaries  of  employees  must  be  paid,  supplies  and 
Mat«ial»  mast  be  purchased  and  paid  for,  and  interest  and  sink- 
ii^  fand  reqnumnents  mtist  be  met  when  due.  The  needs  of  the 
eommnnity  nm  on  without  regard  to  the  provisions  made  to  meet 
dwm.  Some  revenues  do  materialize  from  miscellaneous  sources 
during  the  entire  year,  bat  the  major  portitm  of  the  nnmicipal 
income  is  derived  from  tax  coUections/coming  for  the  most  part 
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during  ODe  or  two  mooths  of  the  year.  It  is  therefore  often 
necessary  for  the  municipalitiee  to  borrow  in  advance  of  tax  col- 
lections, the  loans  being  repaid  from  the  proceeds  of  such 
collections. 

The  general  law,  as  we  have  seen,  permits  borrowing  for  this 
p'jrpose  upon  issue  of  revenue  notes  for  terms  not  exceeding  eight 
mcmths.  Such  restriction  would  naturally  hamper  municipalities 
whose  tax  collections  come  later  than  the  eighth  month  after  the 
beginning  of  the  fiscal  year.  Its  chief  inadequacy  is  due  to  the 
fact  that  no  provision  is  made  for  uncollectible  taxes  or  taxes 
whose  collection  is  postponed  pending  litigation  or  ia  otherwise 
delinquent.  A  certain  percentage  of  the  tax  levy  ia  always  out- 
standing, still  imcollected,  at  the  end  of  the  year,  whereas  the 
appropriations  represented  thereby  have  been  used  up.  Some 
of  it  will  never- be  collected.  Unless  provision  for  its  financing 
is  made,  there  is  a  deficit  represented  by  a  floating  debt  Dgainst 
the  municipality. 

Moreover,  no  matter  how  carefully  the  budget  is  prepared,  the 
estimates  cannot  represent  the  exact  expenditures  of  the  year. 
Circumstances  which  arise  may  make  it  necessary  to  change  some 
of  the  plans  that  were  laid.  New  needs  may  show  themselves 
during  the  budget  year  that  require  funds  not  provided  for  in 
the  tax  levy.  It  ia  therefore  necessary-  to  permit  such  financing 
I^  the  issue  of  emergency, or  special  revenue  bonds  or  notes, 
payable  from  the  tax  levy  of  the  year  succeeding  the  year  of  issue. 
Failure  to  permit  such  financing  also  means  floating  debt^. 

The  Funding  of  Floating  Debts 

The  accumulation  of  floating  debts  must  be  prohibited,  how- 
ever, lest  the  sums  involved  grow  so  large  that  the  only  possible 
means  of  financing  be  the  issue  of  long  term  bonds  for  the  fund- 
ing of  the  debt.  The  diflScultiea  of  many  of  our  cities,  repre- 
sented by  overlarge  appropriations  for  debt  service,  can  be  traced 
to  such  accumulations  due  to  the  failure  to  make  provision  in  the 
annual  budgets  next  succeeding  the  contracting  of  the  debts  for 
their  retirement    In  too  many  instances,  if  not  in  all,  the  fund- 


ih,Coo^^Ic 


Taxation  and  Rsibehohhent  71 

ing  was  accomplished  with  legislative  permiaaiaii  granted  in 
special  acts. 

There  are  various  reasons  given  for  such  deficit  financing.  In 
Elmira  it  is  because  a  certain  council  "  couldn't  agree  on  &aj- 
thing  "  and  failed  to  levy  one  year's  tax.  In  Mount  Vernon  the 
situation  ia  serious  because  of  uncollected  taxes.  In  Yonkera, 
the  same  reason,  coupled  with  overestimating  of  miscellaneous 
revenues,  resulted  in  the  funding  permanently  of  deficiencies 
amounting  to  $l,6S8,0O0  by  special  sanction.  Schenectady  has 
bonds  outstanding  for  deficits  incurred  during  the  years  1902, 
1903,  1»04  and  1918.  Watervliet  issued  forty-twc>-year  bonds 
to  fund  a  deficiency  of  $58,000  that  was  discovered  in  1906  "  on 
a  change  of  administration."  Although  he  regarded  it  as  undesir- 
able, Governor  Hughes  signed  the  bill  authorizing  this  act. 

A  aitoation  of  this  sort  can  be  met  in  but  one  way.  Cities 
mast  not  be  permitted  to  accumulate  fioating  debts.  They  must 
be  compelled  to  make  provision  in  the  annual  budget  each  year 
for  die  emergency  appropriations  of  the  preceding  year  made 
subsequent  to  the  fixing  of  the  tax  rate  and  to  rede^a  revenue 
notes  that  may  be  outstanding  on  taxes  plainly  uncollectible, 
or  on  uncollected  taxes  three  years  in  arrears  at  the  utmost 
unless  they  are  tied  up  by  litigation,  in  which  case  the  limit 
should  be  five  years  after  the  year  of  the  levy  unless  the  city 
holds  tax  liens  on  the  property  involved.  To  provide  for  instances 
in  which  the  amounts  involved  are  too  large  to  permit  of  ready 
absorption  in  the  budget  of  a  single  year,  some  such  expedient 
might  be  considered  as  limiting  the  amount  to  be  provided  in  a 
sin^e  year  to  a  small  percentage  of  the  asseased'valuation  or  of 
the  amount  of  the  total  budget. 

Kestrictions  and  prohibitions  will  do  little  good,  however, 
tmless  the  raunicipalitits  are  made  to  understand  that  they  will  be 
unable  to  rely  upon  the  Legislature  for  special  acts  from  time  to 
time  to  relieve  them  from  difficulties  due  to  their  neglect  to  obey 
the  law  and  the  dictates  of  sound  finance.  There  should  be  no  ex- 
ceptions to  this  rule  unless  the  circumstances  are  really  of  an  ex- 
traordinary nature  and  the  emergency  one  that  can  in  no  way 
be  anticipated  or  provided  for  —  such  as  was  caused  by  the  re- 
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doctioQ  IK  anticifHrted  renranes  by  tbe  coariBg-  of  piobibition 
after  the  tax  levies  had  been  fixed.  The  act  of  the  Legklaturw 
pcnnittiii^  the  fnndiag-  of  deficieneies  n>  eaased  for  a  laaximuia 
period  of  five  jetra  waa  a  perfeeldy  proper  proce^re. 

Tax  Limits 

Another  freqaent  source  of  de^ciencies  in  the  past  haa  been, 
the  limit  placed  on  tbe  power  of  levyiag  taxes.  Some  three  years- 
ago  Dunkirk  was  forced  to  issue  twelve  year  serial  bonds  to  fund 
a  de&ciraicy  that  was  caiised  by  the  small  tax  limit  permitted'tbat 
city.  In  iGeneva,  althom^  no  bonds  have  a^tarently  been  issued 
to  fund  deficiencies  resulting  from  the  same  cause,  the  pot'intiali- 
tie»  exist  for  the  same  grave  abuses.  "  Special  eapeaditures  "' 
which  are  considered  nccessaiy  but  which  would  increase  the 
annual  budget  beyond  the  tax  limit  are  furnished  by  bonds  issued 
if  the  votOTS  so  approva  The  representatives  of  that  city  stated 
at  the  bearings  that  only  capital  outlays  are  submitted  in  practice 
for  approval.  There  is  no  restriction  in  the  charter,  however, 
that  would  prevent  the  issuance  of  bonds  for  current  expenses 
if  approved  by  the  voters. 

Even  mote  serious  results  than  the  funding  of  deficiencies 
can  be  trajced  to  tax  limits.  In  Buffalo,  as  in  all  cities  having 
a  population  of  100,000  or  more,  the  limit  is  fixed  by  tbe  con- 
stitution at  2  per  centum  of  tbe  assessed  valuation,  but  the 
debt  service  is  outside  the  limit.  This  results  in  the  shift- 
ing of  the  financing  of  the  budget  from  year  to  year  to  the 
extent  permitted  by  tbe  issue  of  emergency  or  special  rev- 
enue bondfi.  It  results  also,  as  in  cases  where  tbe  tax  limit 
includes  the  debt  service,  in  the  issue  of  bonds  for  any  purpose 
permitted  by  law  in  (ffder  to  reduce  the  requirements  for  the 
particular  year  involved  and  thus  to  keep  within  the  tax  limit. 
Hence  an  ever-large  proportion  of  the  budget  appropriations  is 
required  for  the  debt  service,  and  the  situation  becomes  more 
and  more  serious  as  time  passes.  Another  result  is  tbe  failure 
to  appropriate  sufficient  funds  for  the  proper  maintenance  of  tbe 
existing  physical  plant  unless  it  is  extremely  urgent.  Tbe 
final  consequence  is  tbe  heavier  financial  burden  that  liecomes 
apparent  as  the  property  deteriorates  more  rapidly  because  of 
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nt^eQi  and  mmat  be  ropUeed  Itj  uiotber  bond  ismie.  Jfoteover, 
tiie  oeadnited  iiMreDse  is  iJw  bonded  deM  afi«cl»  tte  credit  of 
tbe  mamiei'paiity  and  Mswes  «&  inueaBe  is  the  intereat  raie  tluLt 
■mut  Jm  ptid  on  loaaa.  The  aame  ^eet  on  the  credit  of  the  cit^ 
«aHes  £aoia.  tim  veiy  faet  that  its  taxing  power  iA  limited. 

L£  psapae  aafegcuda  am  provided  isgally  to  prevent  abiue  of 
this  power  to  iraue  banda,  bj  feetneting  «udi  power  to  tbd  finuu- 
ing  «f  pennsDciit  public  improFemeate  aod  oompeUing  the  re- 
demption of  the  bcmds  wutiiui  the  periods  oovexing  the  usefBlnaM 
<if  theae  iaaprovemeKtSf  and  if  a  reeioii^le  limitation  Js  plseed  on 
die  total  UDDiuBt  of  bonds  that  may  be  iiBued  oo  that  it  will  be 
witMn  the  power  of  die  eomsLKBitj'  to  bear  the  espeufle  iceideait 
te  muSt  intproreraeaita,  it  is  di&ealt  to  ase  «>hsC  neeeaaity  thve 
will  be  te  plaoe  a  limttatMn  on  the  taxing  power.  The  poner 
to  compel  submiBsion  of  projected  baad  iflenaa  to  a  releicndiun 
-ef  the  t«!^«yen  vovld  be  an  additicmal  safe^atd.  Cwtatnl;, 
hmPBver,  these  comtunitiefl  that  hai«  beea  permitted  to  iasue 
boads  «ught  net  to  he  restn^ed  hy  a  limited  tax  rate  that  operates 
-to  pravent  them  iroKO.  raiaiag  nffieient  Bumey  anniiaHy  to  psy 
the  iatevest  and  aiaoftizatiaa  costs.    Tbef  iteed  ead  ehonld  have 

The  Fuddbu  Dbbt 
The  issuance  of  long  term  hoods  will  be  discussed  under  three 
tnain  diriBions; 

I.  By  whan  ahoihi  tfaef  he  antfaoriaedf 

4.  Shall  thcjf  ha  vedeesasd  eeriaUj  or  ^hjill  flinhiag  funds 
he  ^erided  iar  thrir  redemption  i 

5.  Ev  vhitf  -tesui  ahall  they  be  issued  i 

Avthorizaiion 

la.  manj  of  the  ^rdTclafiS  eiiiaa  repneented  at  the  hearings,  it 
appeata  that  popular  appcoval  is  aoooaaary  Sox  the  issue  of  bonds 
""^"J'''"C  ^  moDO  than  a  ™rt:HiTi  ezprened  amoun,^  or  of  honds 
issaed  ibr  other  than  oertaia  parpasea.  Balavia  is  the  only  such 
city  that  confessed  to  a  hea^  vote  on  hand  issues.  In  Elmira 
ihe  vote  was  estimated  at  only  10  per  centum  of  the  voters,  in 
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Little  Falls  33  per  centum,  and  in  Geneva  50  per  centum.  It  is 
invariably  the  oppoeition  rather  than  those  in  favor  of  the  project 
that  comes  out  for  the  vote  on  these  occasions.  Extraneoua  mat- 
ters are  usually  brought  in  with  the  result  that  the  electore  often 
refuse  to  authorize  the  issue  of  bonds  for  projects  that  have 
already  been  popularly  approved.  The  most  extreme  example  of 
delay  resulting  in  financial  loss  was  that  cited  by  Mayor  Wilson 
of  Newburgh,  who  estimated  that  the  city  lost  from  $800,000  to 
$1,000,000  because  of  the  delay  in  approving  a  bond  issue  for 
waterworks.  It  was  only  after  it  had  been  voted  dowr.  three 
times  that  it  was  finally  approved.  The  bid  for  construction  was 
itself  increased  from  $280,000  to  $610,000  at  which  latter  figure 
it  was  finally  approved.  In  all  of  these  cities,  the  officials  were 
insistent  that  such  approval  be  dispensed  with  because  of  the  ill 
eflFects  of  this  requirement. 

There  seems  to  be  much  reason  for  the  change-  desired  almost 
unanimously.  The  people  are  busied  with  their  individual 
affairs.  It  is  because  of  the  pre-occupation  that  they  have  no 
time  to  attend  to  public  matters  and  they  thus  are  compelled  to 
choose  by  election  officials  who  shall  act  as  their  representatives 
in  all  matters  affecting  the  public  welfare.  Naturally  the  private 
citizen  is  not  in  the  position  to  know  the  state  of  affairs,  whereas 
his  official  representative  is.  The  private  citizen  is  not  in  the 
position  to  know  the  facts  of  the  situation  and  the  requirements 
to  meet  those  facts.  He  must  necessarily  defer  to  the  knowledge 
and  judgment  of  his  ofBcial  representative,  even  if  it  means  Buf- 
fering because  of  his  having  made  an  unwise  choice  in  the  selec- 
tion of  that  representative.  Otherwise  the  citizen  unquestionably 
is  in  no  position  to  ask  for  any  accomplishment  on  the  part  of 
officials  whose  hands  he  has  tied. 

It  is  therefore  recommended  by  this  Committee  that  the  gov- 
erning body  of  the  municipalities  be  given  the  power  to  authorize 
bond  issues.  In  order,  however,  to  prevent  any  bond  issues  being 
forced  through  in  the  face  of  unquestioned  popular  disapproval, 
such  power  should  be  subject  in  third  class  cities  to  referendum  on 
petition  of  a  substantial  portion  of  the  voters. 
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i'irial  Exemption,  v,  iiuiking  Funds 

Th«  evidence  has  been  multiplying  steadily  that  the  experience 
of  municipal itiea  with  sinking  funds  has  been  unfoitunate. 
Because  of  ignorance,  carelessness,  or  a  desire  to  shift  the  tax 
burden,  it  has  been  a  common  occurrence  to  find  that  no  funds 
were  available  for  the  redemption  of  sinking  fund  bonds  at  their 
matnrity,  so  that  refunding  had  to  be  resorted  to.  As  a  conse- 
quence, taxpayers  are  called  upon  to  pay  the  interest  and  redemp- 
tion coats  of  bonds  issued  for  improvements  that  have  long  dis- 
appeared. They  have  thus  been  unnecessarily  burdened  with 
the  cost  of  projects  enjoyed  by  their  predecessors,  and  in  addition 
have  often  been  hampered  by  the  resultant  narrowing  of  their 
borrowing  power,  which  often  acts  to  prevent  them  from  issuing 
bonds  to  finance  improvements  urgently  required  for  the  welfare 
nf  the  citizens  now  alive. 

The  experience  of  the  cities  of  our  State  as  brought  out  at  the 
hearing  of  the  committee  but  tends  to  add  to  such  evidence. 
Elmira  has  six  refunding  issues  outstanding  because  no  sinking 
funds  were  provided  for  bonds  maturing  in  the  years  1898,  1901, 
1903,  1905,  and  1906.  In  Mechaniesville  a  $40,000  issue  of 
"■ater  bonds  was  refunded  for  the  same  reason.  Mayor  Cox  of 
iliddletown  found  that  there  was  no  scientific  management  of 
sinking  funds  in  that  city  and  was  compelled  to  install  a  system 
of  amortization  for  outstanding  sinking  fund  issues.  Previously 
:t  had  been  their  experience  to  find  the  funds  lacking  at  the  matur- 
ity of  the  bonds.  Ogdenabui^  has  a  small  refunding  issue  out- 
standing, 

Oswega  represents  the  most  extreme  case  brou^t  to  the  atten- 
tion of  the  Committee  at  the  hearings.  That  city  is  badly  handi- 
c^ped  in  its  desire  to  issue  bonds  for  necessary  and  desirable 
public  improvements  because  of  the  narrow  margin  of  borrowing 
dne  to  the  bonds  outstanding  originally  issued  to  aid  th'j  Lake 
Shore  and  the  New  York  &  Oswego  Midland  railroads.  For  the 
latter  $600,000  in  bonds  were  issued  in  1866.  To  date  $1,800,- 
000  has  been  paid  on  this  debt  for  interest  and  redemption,  but 
it  has  not  yet  been  entirely  wiped  out.    This  was  due  to  the  fact 
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that  for  some  twenty  years  none  of  the  boocla  Trere  xotured,  bmt 
were  left  to  tbe  preaeut  geaeradou  of  taxpayers. 

Fort  Jervis  also  retried  railroad  aid  bonds  that  matured  in 
1899  and  were  refunded  by  aerial  bonda,  the  last  of  which  will  be 
rede^ned  in  1329.  An  issue  of  twenty  year  sewer  bonds  matur- 
ing in  1911  likewiw  had  to  be  refunded  by  another  almost  as  long 
because  of  the  absence  of  funds  for  retirement  The  present  ad- 
ministration of  Troy  inherited  a  $1,000,000  issue  of  water  bonds 
OQ  which  previous  administrations  had  paid  $500,000  in  interest, 
but  as  no  paymentfi  had  been  made  on  account  of  the  principal 
the  entire  issue  had  to  be  refunded. 

The  third-class  cities  have  been  worse  offenders  in  this  regard 
than  have  those  of  the  second  class.  According  to  the  special 
report  of  the  comptroller  on  municipal  accounts  for  1918,  the 
former  had  outstanding  on  December  Slst  of  that  year,  $4,846,000 
of  refunding  bonda.  The  total  outstandiiig  on  that  date,  not 
including  those  payable  from  assessments,  amounted  to  $43,- 
114,000.  Hence  it  eeems  that  11.23  per  centum,  or  approximately 
one-ninth  of  the  total,  was  issued  to  refund  previous  issues.  For 
the  second-daBs  cities  the  proportion  was  only  about  4  per  centum. 

The  result  of  sinking  fund  shortages  has  been  to  make  the  offi- 
cials realize  the  danger  of  issuing  sinking  fund  Isonds,  with  the 
result  that  almost  unanimous  testimony  was  g^ven  to  the  effetrt 
that  serial  bonds  are  now  being  issued  even  where  there  are  no 
restrictions  either  in  the  diarter  or  the  general  laws  of  the  State 
—  at  least,  so  far  as  th^  kneiv.  Many,  if  not  all,  of  the  reftmding 
issues  spoken  of  above  were  serial  in  form,  as  were  also  most  of  the 
issues  to  fund  deficiencies.  Our  municipal  officials  now  generally 
believe  in  the  principle  of  issuing  serial  bonds,  and  with  but  few 
exceptions  welcome  a  law  restricting  all  future  issues  to  that  form. 
As  Mayor  Cox  of  Middlctown  said:  "It  makes  people  imder- 
stand  that  improvements  cost  mon^  even  if  tiey  are  financed  W 
bond  issues." 

Formerly  the  issue  of  serial  bonds  resulted  in  a  higher  basic 
interest  rate  wien  these  bonds  were  sold  to  inveBtmeot  bankers. 
However,  investors  have  lately  been  educated  to  prefer  ihem  vfHh 
few  exceptions,  to  sinking  fund  bonds,  with  fee  result  that  at 
present  it  is  easier  to  sell  serials.    If  investment  bouses  arc  to  be 
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lidiered,  th^  b*ia^  a  lu^er  {aiee  saiA  ikna  lesult  in  ft  k)wer 
btfie  iDteRBt  rate  for  ike  issue. 

Tbe  Committee  recommends,  tlierefore,  tbat  citks  c^  the  aecMid 
fsd  third  class  be  restricted  bj  low  to  the  iseoe  of  serial  bonds,  for 
1^d^  nnder  no  cirescaBtances,  should  rehmding  be  permitted. 
The  la^er  cities  of  tbe  first  diss  are  excepted  becanse,  in.  tbe 
opuDn  of  tbe  Cononitte^  tbej  axe  in  tbe  positimi  to  seeure  tbe 
knowledge  and  alnlit;  to  handle  ainbing^  fnnda  seientificfllfy.  Fnr- 
tbennore,  beeaase  ol  their  mcie  extensive  requirements,  the^ 
AddM  be  more  or  less  in(ie;)atdHDt  of  maxlcet  conditional  nxt  tbe 
accomulations  in  the  sinking  funds  tend  to  give  them  tbia  inde- 
pendence. This  does  not  mean  that  th^  should  be  prevented  from 
isRoin^  serial  bcmda.  It  migfat  be  optional  ■with  them,  or  at  moat 
restricted  by  law  to  certain  types  of  improvemenis. 

Some  of  the  earliest  bonds  issued  in  this  country  have  been 
serial  in  form.  It  has,  however,  been  nothing  umisnal  to  provide 
for  tbe  redemption  of  tbe  first  installment  within  a.  decade  or 
even  later  after  issue.  As  was  brought  out  at  tbe  hearings  of  the 
Committee,  some  serial  bonds  of  this  character  have  been  issued 
by  onr  cities  and  are  now  outstanding.  Utica  has  outstanding 
three  issues  totaling  SaO&^OOO,  the  first  of  ■which  vrere  issued  ia 
IS07  and  the  first  installment  of  which  does  not  mature  until 
1922.  In  Mount  Vernon,  even  deficiencies  in  current  inecmie 
wcse  OB  two  sifMurate  oeeaaions  funded  with  fifteen  year  bonds,  tbe 
first  instaUments  of  which  are  not  to  he  redeemed  until  fifteen 
years  after  the  year  of  issue.  Gfloversville  in  1917  issued 
?120,000  of  school  bonds  which  are  to  he  redeemed  serially.  Ee- 
canse  of  a  legal  provision  which  prohibited  the  maturity  of  debt 
in  excess  of  $5,000  (now  $10,000)  annually,  the  first  installment 
bad  to  be  arranged  for  1952.  The  last  will  mature  in  1955.  It 
is  not  necessary  to  comment  extensively  upon  a  practice  thnt 
removes  in  such  fashion  the  harden  of  paying-  for  an  improve- 
ment from  the  shouMers  of  Arose  wbo  benefit  from  it  to  the  greatest 
extent,  in  ad^tion  to  increasing-  greatly  the  total  cost.  Tbe  law 
proriding  for  serial  bonds  sheutd  insist  definitdy  upon  annual 
redemptions,  the  first  of  which  shall  begin  within  not  more  than 
two  yearB  aftCT'  rssn*. 
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There  has  been  objection  voiced  in  some  quarters  to  serial  bonds 
redeemable  in  equal  annual  installments  on  the  ground  that  the 
financial  burden  of  carrying  a  public  improvement  is  thereby 
made  to  fall  more  heavily  upon  the  taxpayers  of  the  years  immedi- 
ately following  the  year  of  issue  than  upon  those  of  successively 
later  years.  This  is  due  to  the  progressive  reduction  in  the 
amount  of  interest  payable  as  the  bonds  mature  and  are  paid  off. 
For  example,  in  the  case  of  a  thirty  year  4^4'  per  cent  serial 
bond  issue  payable  in  equal  annual  installments,  the  cost  decreases 
as  follows,  expressed  in  percentages  of  the  entire  amount  of  the 
loan: 

Table  Showino  Reduction  in  Annual  Cost  of  Caebting  an 
IsBUB  of  Sebial  Bonds  Payable  in  E<jdal  Annual  Install- 
ments 

Tatx  —  30  Yeabs.      Interest  Rate  4^  pes  cent 


Ye4s  Aiteb  Issue 

Redemption 
priadpal 

InteTMt 
cost 

Total 
eon 

Psromi 
3.333 
3.333 
3.333 

3:333 

Percent 
4.60 
3.00 
2.25 
1.60 
0.15 

Percmt 

Eleventh 

6.333 

If  the  issue  is  in  the  form  of  sinking  fund  bonds  the  annual  cost 
will  be  the  same  throughout  the  period  of  the  loan  —  4.5  per  cent 
for  interest  and  1.937  per  cent  for  sinking  fund  (on  a  3^  per 
cent  amortization  basis)  or  a  total  of  6.437  per  cent  of  the  amount 
of  the  issue  during  each  year  of  the  thirty.  Hence  it  is  that 
many  compulsory  serial  bond  laws,  those  of  the  State  of  Kew 
Jersey,  for  example,  permit  the  gradual  increase  of  the  amounts 
of  later  maturities  of  serial  bond  issues  up  to  50  per  centum  above 
the  amount  of  the  lowest  previous  maturity,  in  order  that  the 
same  result  may  be  secured  as  with  sinking  fund  issues  —  that  of 
equalizing  the  annual  burden. 

There  are  two  objections  to  such  a  general  provision  in  the  law : 
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1.  Attention  is  directed  to  the  fact  that  public  improve- 
ments litely  t<-  be  fir.aiicad  by  bond  issues  fall  into  at  least 
two  classes,  those  that  depreciate  rapidly  and  progressively 
immediately  after  being  placed  into  use  and  require  progres- 
sively larger  annual  expenditures  for  repairs  and  leplaee- 
ments  merely  to  keep  them  in  proper  condition  for  utiliza- 
tion, and  those  that  depreciate  little  or  not  at  all.  Roads, 
bnildings,  and  maohinery  usually  entail  even  greater  ex- 
penses with  each  year  that  goes  by  merely  for  repairs  and  the 
leplac^nent  of  worn  out  parts.  Land,  however,  and  some 
types  of  concrete  construction  depreciate  very  little  and 
require  practically  no  expenditures  for  repairs  over  a  con- 
siderable period  of  time.  Land  may  even  appreciate  in  value. 
Unless,  therefore,  it  is  the  practice  of  the  municipality  to  set 
aside  a  depreciation  reserve  annually  to  cover  its  depreciable 
proper^,  such  property  should  be  financed  by  bonds  that  do 
throw  a  heavier  burden  for  interests  and  redemption  ^ata 
on  the  taxpayers  of  the  earlier  years  of  the  life  of  the  bonds. 
During  tliis  earlier  period  the  improvements  are  new.  They 
give  the  same  satisfaction  that  a  new  house  or  a  new  auto- 
mobile does  over  an  old  one.  Furthermore,  the  cost  of  re- 
pairs is  negligible.  During  the  later  years,  as  the  improve- 
ments continue  to  wear  out  and  become  less  fit  for  use,  heavier 
snnnal  expenses  for  maintenance  should  be  balanced  by 
lighter  expenses  for  interest  and  redemption.  Fairness  to 
all  would  require  in  these  instances  the  issue  of  bonds  re- 
de^ned  in  equal  annual  installments, 

2.  For  land  and  improvements  of  a  non-depreciable  char- 
acter, the  object  desired,  that  of  equalization  of  the  annual 
carrying  charges,  cannot  be  secured  by  such  a  provision  as 
permitting  increases  in  the  installments  up  to  50  per  centum 
above  the  lowest  prior  installment.  Not  only  is  it  unscien- 
tific, but  it  is  totally  inadequate  for  all  bond  issues  for  terms 
longer  than  ten  years.  For  thirty  year  bonds,  the  final  in- 
stallment to  be  redeemed  should  be  from  three  to  four  times 
as  laige  as  the  first,  depending  on  the  rate  of  interest  the 
boids  bear.  For  forty  year  bonds,  the  final  installment 
should  be  4.6  times  the  first  at  4  per  cent  interest  and  6.7 
times  at  5  per  cent  interest. 
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TIm  propeor  results  in  each  iuBtanees  can  be  aetnired  by  the  issue 
of  wbat  itre  knoTH  a»  "  aerial  ULnulty  "  bcHids.  Iheae  ar«  aerial 
bonds  of  wliiich  the  aTmiial  inataUmcmts  to  be  cedeeEDed  we  com- 
puted setaarutlly,  so  that  the  r^k&^eni  of  the  principal  increases 
\>y  apjvoximatel^  the  same  amoant  m  the  decrease  in  interests 
lUtfw  York  city  is  already  permitted  to  issue  such  bonds  by  chap- 
ter 658  of  the  Laws  of  1918  iiL  the  ioUoving  language  — "  Serial 

bends  shall  matare in  <■"""»!  installment^  the  unount 

of  vhieh  in  any  year  ^all  not  be  increased  over  the  price  mstall- 
mttita  more  than  the  redoction  in  the  annnal  interest  reswlting 
from  the  payment  of  Boeh.  prior  inataUmeaaits."  Tables  are  pre- 
sented in  the  app^idix  of  this  re^toit  designed  to  ^kow  tba  exact 
amouitts  of  the  loan  to  be  matmed  each  year  at  rates  of  interest 
varying  frcno.  4  per  cent  to  &  per  eent  on  5,  1&,  15,  20,  30  and  4(> 
year  itaues,  in  order  to  secure  the  desired  equaUzation  of  annual 
paymoLts. 

Btmd.  MaiurUies 

Among  the  other  reaacnta  for  the  <££BcKkiea  in  Tvhidi  mitnicipal- 
itiea  £nd  thcanselTes  with  regard  to  tbeii  debt  sitoatUMi  has  been 
the  issuance  of  Imig  term  bonds  to  finauee  improvements  of  a 
temp(»ary  (diaractw.  It  is  wdl  known  and  has  often  been,  com- 
mented upon  that  the  city  of  New  York  hoa  iaeued  forty  and 
fifty  year  bcaids  to  pay  for  street  paremeikts  that  were  worn  ont  in 
ten  or  fifteoi  years,  and  that  long  term  corporate  vtodc  of  that  city- 
has  been  issued  i<a  such  purposes  as  the  removal  of  foondationa 
and  piles  at  Coney  Island,  and  for  the  paxehase  of  socb  articles  as 
window  shades,  carts  and  simDar  a;^paratU8,  horse  collars,  and 
h<»Be& 

This  is  a  practice  that  is  only  eli^tly  less  vicnous  than  the 
iasuutee  of  looig  term  bonds  to  fund  de&cieneiea  in.  current  income 
to  pay  current  ezpeoaea.  It  seana  to  have  been  confined  for  the 
most  part  to  paving  bonds,  if  the  testimeny  given  at  the  hearings 
of  the  Committee  is  to  be  eonsidered  as  iomiishit^  the  complete 
exp^ience  of  the  dtiefl  of  out  State.  Howat  Vernon,  a  city  that 
exem^Jifiea  all  of  the  worst  practiees  in  bonding  has  outstanding 
as  many  as  three  paving  and  repaying  issnes  fair  some  streets.  In 
othtn:  words,  not  only  did  tite  original  pavement  disappear,  but 
the  streets  have  been  repaved  twice  since.    Nev^thelesa,  the  bonds 
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imaei  to  pay  for  tlie  eriginfd  faxing  anti  tibe  fitat  xepft-ving  are 
^iU.  ootBtMtdiiig  i>  additim  to  the.  b«KU  iaaued  to  pay  for  the 
HBuiA  Ecpavia^  Sixt^  je»x  boiul»  are  ako  outataoding-  in  that 
city  that  were  issued  to  pay  for  the  construction  o£  a  high,  school. 
TW  «it7  ol  Hadflon.  ii»o  ha»  bmub  oatotaadisg  od  pavements 
replaoed  srane  five  or  six  years  ago.  The  pwing  bonds  of  Oneonta, 
when  It  WHS  still  a  village,  were  leaned  for  terms  ranging  from 
twelve  to  tweaty-£vc  yeais.  Now,  however,  hood  maturities  are 
limited  to  a  maximTmi  of  twen^  years  by  tie  charter. 

It  is  assnredly  apparent  that  in  such  cases,  as  in  the  case  of 
faoHk  wfaidi  had  to  be  refimded  becnec-  of  &fr  failure  to  provide- 
riiiHng  funds  fer  dieir  ret&ncption  it  maturity,  the  taxpayers  of 
taimy  are  jnyiBg  iar  impesv^ezits  worn  oat  b;  their  predeoe^ 
Mn»  and  me  to  that  extent  onaUe  thcmwlTea  t»  afford  the  author- 
ization of  urgent  and  desirable  public  improvements.  To  prevent 
the  recurrence  of  this  practice  in  the  future,  it  is  necessary  to 
place-  warm  rcBtadetioa  in  ^6'  law  as  tO'  &e  msxinuDn:  maturities 
id  Wu^  isaoes. 

1^  eiina  of  the  aecoaid  dassi  sa  w«U  aa  aone  of  tdie  third  clasa 
eitie*  that  htm  ehaatci-s  baaed  an  the  second  dias  eities  l«ff,  are 
IsHtad  t»  a  nuximani  mafeiirrty  oi  twenty  years,  except  that 
fir  waier  haKda  amd  refimdjng  the  maxinuLiaa.  i»  forty  year&. 
WW«  di«n  are  no-  rettridiane  tiie  officialsi  now  atalK  thai  ther 
ai«  vebmtarEy  liaitij^  (Jk  aniuiditiea  of  hmd  issues  to  terms 
Mifc  «BKedBig  the  Creation  of  the  im^nyTevunts  thus  finaBced'. 
The  MfneeBtatvreft  of  cerflaoM  aeceod  dasa  eitiea  ebjeeted  to  a 
twmatj  yeax  imavjmnnw,  ag  toe>  loWr  and  sove  ai  them,  also  ob-jected: 
to  the  forty  year  term  for  water  hands  ae  inanfficieBt.  There  was 
UL  aJaiaet  ammiimcrm  exjxresBtoit  ol  opimioii  in  favor  of  the  right 
te  iflRK  bonds  £»  mtiraritieai  CDrBeidsnt  with  tbe  duration  of  the- 
fnjartk  JKvahBd,  and  for  the  rotrietioiL  toi  anek  maturities  by 
]«w. 

^tha^t  iceogBizing  iat  tke  nutin  the  faimeae  of  sudi  ai  pro- 
pontioa,  tfae  Coa^nttee  drain  ta  point  out  some  of  the  eeonomic- 
aepeeta  «£  nafearitieB  in  eaceas  of  modenate  periodg;  The  follow- 
iag  table  vid  ikmet  wed  h»e  by  eenrtevf  of  the  ^ev  York  Bureau 
of  Uunidpai  BeseaDdi  shov  the  Edatitmship'  between  the  tota^ 
coat  aad  tke  avenge  aamial  oefft  of  a  aerial  hand  ienie  for  terms- 
vaiying  from  five  to  fifty  yeavK 
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Table  Showing  the  Belationship  Betweem  Total  Cost  and 
AvEEAOK  Annual  Cost  of  $1,000,000  Sbeial  Bond  Issue 
FOR  Varying  Tebms  at  4^  Per  Cent,  5  Pee  Cent  and 
5^2  Pee  Cent 
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It  will  be  seen  bj  reference  to  the  table  and  the  chart  that  the 
total  cost  of  a  bond  isaue  increases  very  rapidly  as  the  term 
lengthens.  At  4>4  per  cent  interest  the  total  cost  increases  $22,500 
with  every  year  that  the  term  of  the  bonds  is  extended.  At  5  per 
cent  the  total  cost  is  increased  by  $35,000  for  each  year,  at  5K 
per  cent  by  $27,500.  The  average  annual  cost,  however,  does 
not  decrease  in  anything  like  the  same  proportion.  As  the  term 
lengthens  the  decrease  in  the  average  annual  cost  diminishes. 
After  thirty  or  thirty-five  years  the  decrease  in  the  average 
annual  cost  is  so  small  that  it  is  highly  questionable  whether  it 
is  ever  desirable  from  the  economic  standpoint  to  issue  bonds  for 
terms  in  excess  of  such  periods  of  time. 

In  spite  of  that  fact,  the  Committee  is  not  prepared  to  recom- 
mend the  absolute  restriction  by  law  to  such  maximum  matur- 
ities —  particularly  inasmuch  as  many  of  the  municipalities  are 
now  under  tremendous  stress,  owing  to  their  being  compelled  to 
repair  the  neglect  of  their  predecessors.  The  Committee  does 
recommend  that  for  non-revenue-producing  improvements,  such 
as  educational  and  recreational  facUities,  the  maximum  shall  in  no 
case  be  permitted  to  exceed  thirty  years.  For  water  works  and 
other  self-supporting  improvements  the  maximum  might  be  in- 
creased to  forty  years.  There  is  nothing  to  be  gained  by  extend- 
ing the  maturities  beyond  such  period. 

I!  0,1,7,7,1  hy^COO^^lC 
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The  Pay-As-YotirOo  Policy 

The  effect  of  such  policies  as  are  outlined  in  the  foregoing 
recommendationa  should  be  to  make  the  taxpayers  each  year  pay 
as  they  go  for  their  fair  share  of  the  costs  of  carrying  on  the  work 
of  the  municipal  government.  The  terra  "  pay-as-you-go "  has, 
howerer,  been  restricted  definitely  by  usage  to  the  policy  of  pay- 
ing by  an  appropriation  in  the  current  tax  budget  for  capital 
improvements  that  may  last  a  number  of  years.  New  York  city 
u  the  only  large  city  in  the  country  that  has  really  made  any 
extensive  experiment  of  this  kind. 

It  ia  unnecessary  to  review  here  the  circumstances  under  which 
that  city  was  compelled  to  adopt  such  a  policy,  or  those  under 
which  the  Legislature  made  it  mandatory  and  later  repealed 
temporarily  the  act  of  1916  that  made  it  compulsory  for  New  York 
city  to  finance  by  the  pay-as-you-go  policy  all  non-revenue-produc- 
ing  improvements. 

It  does  seem  apparent,  however,  that  for  improvements  that 
recur  annnally,  such  as  the  task  of  repaving  a  certain  mileage 
of  streets,  this  method  of  financing  might  well  be  considered  in 
all  of  the  larger  cities,  especially  in  view  of  the  increased  costs 
reBolting  from  financing  by  the  issue  of  bonds.  If,  for  instance, 
a  municipality  is  called  upon  to  expend  at  least  $10,000  or  $25,000 
r^ularly  every  year  for  repaying,  it  seems  undesirable  to  remain 
indebted  continually  for  that  purpose.  Even  if  the  terms  of  the 
bonds  issued  for  this  purpose  were  limited  to  ten  years,  it  would 
mean  that  the  city  is  called  upon  to  pay  at  least  25  per  centum 
more  for  interest  and  redemption  of  the  bonds  than  the  amoujit  of 
bonds  issued  during  the  year,  No  one  would  think  seriously  of 
issuing  bonds  to  pay  for  office  furniture,  even  though  such  fur- 
niture is  certain  to  last  much  longer  without  cost  for  repairs  than 
street  pavements.  Steel  filing  cabinets  are  likely  to  last  inde- 
finitely. Nevertheless,  because  such  purchases  are  made  recur- 
ringly,  they  are  usually  provided  for  in  the  annual  tax  budget, 
<fe  should  be. 
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PART  III 
Rbcoumbndatioks  of  tbe  Oommitt£X  Cokcebnimq  Ucnicifai. 

BONDIHO 

Tbe  inveatigations  conducted  by  the  Special  Joint  Committee 
«HL  Taxation  and  Betceoclimeint  and  the  testimony  presented  by 
city  officials  and  by  bood  buyers  and  attorneys  have  led  U3  to 
the  following  cout^uaions: 

1.  The  present  laws  of  tbe  State  dealing  with  the  subject 
of  municipal  indebtedness  are  in  need  of  revision. 

2.  Such  a  revision  should  take  the  form  of  a  general  bond- 
ing law  to  apply  to  all  second  and  third  class  cities  and  to 
supersede  all  charter  provisions. 

3.  Such  a  bonding  law  should  indnde  prorisiona  goTcming: 

a.  Temporary  indebtedness. 

b.  Floating  debts. 

c.  Kefunding. 

d.  Authorization  of  bond  issues. 

e.  Purpose  of  bond  issues. 

f.  Nature  of  bond  issues. 

g.  Term  of  bond  issues. 

4.  Serial  bonds  only  should  be  allowed  in  second  and  third 
class  citiea. 

6.  Bonds  should  be  issued  solely  for  coital  purposes 
except  in  emergency. 

6.  The  term  of  bond  issues  should  be  limited  to  the  period 
of  usefulness  of  the  improvement  financed,  though  in  no 
ease  should  the  term  exceed  40  years. 

7.  Definite  provision  should  be  made  for  the  issuance  of 
"serial  annuity"  bonds  for  the  more  permanent  capital 
outlays. 

8.  Debt  limits  should  be  maintained,  and  no  legal  limits 
should  be  placed  upon  tbe  power  of  the  city  to  pay  debt 
charges  on  legally  authorized  debts. 

9.  The  cities  should  adopt  the  policy  of  financing  recurring 
annual  capital  outlays  from  current  revenues  rather  than 
from  bond  issues. 
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These  recommendations  are  pnt  forward  by  jour  Committee 
because  we  &re  confident  that  their  embodiment  in  a  State  law  and 
mnnicipal  practice  will  not  only  tead  to  establish  sounder  policies 
in  municipal  bonding,  but  beeause  Moeb.  provisions  and  policies 
will  also  result  in  improving  the  credit  of  the  cities  and  thus 
ieamojig  the  b^aic  intereet  rates  which  thej  will  be  forced  to  paj 
to  bond   iHJjers.     A  sound  bond  law  will  result  in  g(!nuine 
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Municipal  Pensions 
A  problem  laid  before  tbe  Special  Joint  Committee  on  Taxation 
and  Retrenchment  with  particular  emphasis  by  the  city  officials 
of  the  State  is  that  of.  municipal  pensions  and  pension  fnnds. 
Comptroller  Evens  of  Binghamton  stated:  "The  pension  fund 
in  municipalities  is  a  delusion  and  a  snare  until  it  is  placed  on 
an  actuarial  basis.  I  believe  in  the  idea  of  a  pension  absolutely, 
but  I  hardly  think  it  proper  for  the  city  administration  to  put  ten 
thousand  dollars  in  the  budget  for  a  pension  fund  for  men  who 
retire  in  the  prime  of  life  and  draw  their  pensions  when  still  able 
to  earn  more  money  than  ever  before,  whose  earning  capacity  is 
not  harmed  in  any  way  by  twenty  years  of  service."  Kayor  Eurns 
of  Troy  said  to  the  Committee :  *'  Pensions  are  the  biggest  joke 
in  municipal  government."  Mayor  Smith  of  TJtica  after  stating 
that  certain  of  the  city's  pension  funds  were  "  right  on  the  edge 
of  bankruptcy  all  the  time  "  explained  that  a  considerable  number 
of  firemen  and  policemen  are  now  "  drawing  pensions  and  holding 
very  good  positions."  These  excerpts  from  the  record  indicate 
the  critical  nature  of  the  pension  problem  among  the  cities  of  the 
State  at  the  present  time. 

Present  Pension  Systems 

Our  investigations  show  that  special  pension  or  retirement 
systems  are  maintained  as  follows:  for  firemen,  by  twenty-six 
cities;  for  policemen,  by  thirty-one  cities;  for  all  employees  of 
the  city,  other  than  firemen,  school  teachers,  and  policemen,  by 
two  cities.  N'ew  York  City  maintains  special  funds  for  health 
department,  street  cleaning,  and  court  employees  in  additi(m  to 
policemen,  firemen  and  school  and  college  teachers.  Seven  cities 
still  maintain  special  teachers'  retirement  funds. 

Bankrupt  Funds 

None  of  these  pension  funds,  with  the  exception  of  the  "New 
York  City  teachers'  retirement  fund,   is  on  an  actuarial  basis. 

186] 


ih,Coo^^Ic 


Taxattow  and  Eethbnohmbnt  87 

iTany  of  the  funds  are  practically  bankrupt  and,  with  the  excep- 
tion of  those,  the  deficits  of  which  must  be  met  by  direct  city 
appropriations,  all  will  eventually  become  in3olvent.  The  special 
pension  lawB  of  twelve  cities  provide  that  deficits  in  the  firemen's 
pension  funds  may  or  must  be  offset  by  direct  city  appropriations. 
There  are  similar  provisions  in  respect  to  police  pension  funds  in 
seven  cities.  In  some  of  these  cities  the  budget  appropriations 
required  to  offset  deficits  in  the  pension  funds  will  materially 
increase  the  tax  levy. 

Unsound  Pension  Systems 

The  Committee  finds  that  the  special  pension  laws  of  all  cities, 
with  the  exception  of  New  York  City  teachers'  act,  are  funda- 
mentally unsound.  It  is  generally  conceded  that  a  retirement 
fund  shotdd  be  supported  equally  by  the  employees  benefited  and 
the  city.  We  find  that  this  is  being  done  in  only  two  or  three 
cities.  In  most  of  the  cities  the  pension  funds  receive  nothing 
directly  from  the  tax  budgets.  In  four  cities  firemen  contribute 
nothing  to  their  pensiixi  fund  and  a  similar  condition  exists  in 
three  cities  in  respect  to  the  policemen's  pension  fund.  In  the 
two  cities  which  have  retirement  funds  for  all  municipal  em- 
ployees, other  than  policemen,  firemen,  and  school  teachers,  the 
entire  cost  of  the  system  is  raised  by  tax,  the  employees  contribut- 
ing nothing.  In  •practically  all  cities  much  of  the  revenue  received 
by  pension  funds  comes  from  indirect  sources.  This  practice  is 
now  generally  condemned.  It  is  a  means  of  camouflaging  the 
actual  coat  and  of  spending  money  without  making  direct  and 
specific  apiiropriation.  Another  serious  objection  to  the  prac- 
tice is  that  there  is  no  way  of  forecasting  the  future  receipts  from 
sadi  indirect  sources  or  the  additional  appropriations  that  will  be 
required  to  maintain  the  funds.  A  city's  contribution  to  any  pen- 
sion fund  should  be  made  by  direct  appropriation  from  the  tax 
levy. 

RetvremeTit  Abuses 

We  also  find  that  the  provisions  relative  to  the  retirement  age 
and  length  of  service  in  nearly  every  city  are  such  as  to  make  it 
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pofisible  for  any  snplojTB  to  retire  upon  a  pensisa  vhen  le  is 
«till  able  to  nender  useful  lervue  to  the  «itj: 

Xhe  'Officialfi  of  m.  nua^ar  «f  the  cttiei  testified  durt  Aey^  now 
iuive  on  ithesr  polioe  md  fine  pouBiaii  roUs  Kwertl  fam^emfd^ea 
who  aie  engaged  in  pdrate  empiejiiieBt  and  Taaeiriag  gn>d  aii- 
•aries  in  addition  to  theor  awminipHl  posioBB. 

^ondusioTis 

The  conclusion  of  the  Committee  is  that  noatcartTilmtorj  y  ■ 
sion  systems  should  be  abolished,  that  all  systems  should  be  put 
■on  a  sound  actuarial  basis,  that  the  city  mA  1^e  -vm^ftyvm  flhaie 
the  ezpeose  OQ^ually,  """^  that  the  retisement  a^  aad  lat^tli  of 
serviae  be  such  b»  t*  {mevent  the  abuaes  4bBt  Jtaw  «ziet.  To  pwt 
these  recommendatioits  into  e&ct  nearly  evsry  ^)ecial  pessiam  iaar 
in  tbe  ftale  must  be  xadically  Terised.  An.  allemalivB  ^lan  i»  to 
repeal  all  special  pension  lavB  and  sufastitiite  tberafnr  a  gBuoiail 
pcnsum  law  xequirinc  all  cities  which  eatabliali  sjstama  "to  foUmr 
veU-establisbed  principles  ts  be  eniunexated  and  defined  ia  tita 
Act. 
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Ik  Tiev  oi£  t^  fact  that  seairl j  xU  public  exptnilifareft  are  for 
tke  KKvicc»  (^  p»soM3  or  Idie  panlHUie  of  nwtuUl  goods^,  ^inir 
C«iHdttee  kas  nnde  iaiqREixT  into  tiie  miuiwr  int  «kick  munic- 
pal  psrehasmg  is  done  in  liev  Ywk  £J4»te  mnsicipditks.  'Ev&ry 
gvMBiiiBeBtal  VBd  lus  ft  Qertain  amovit  «f  purctuas^ug  power, 
dqni£iig  vpoa  1^  ainouiit  o^  niOBej  it  czpenctsk  Tbe  tlutngfat 
of  tbr  Committee  was  tB>  fincb  ast  to  Triiat  nrtest  nntmcipaJities 
a^  ■BB^  tkeir  pvxhising'  paveir  to  ae«are  advant^ous  pcice»- 

It  m-  gattitily  T^xogoimi  Aat.  eeoaunmcal  pDorcQasing-  involves, 
fint  (^  all,  ftumtit;  bv^iQ^  of  otidimay  nqtplies  and  materials. 
Real  fpiaaitity  buying-  eil^ar  by  &  munieipw&ty  or  a.  private  bnai- 
ocfli  enlexpriBe  lequiatra  tkat  some-  central  retpenaible  official  shall 
give  aanaaderable  atteatiaL  to  iJw  ssppVf  pgoblem  iind'  to  the- 
nmAet,  Pmste  brsinras  desigwitefi  some  offiaa],  either  vHh  or 
wiAvot  other  dstie%  as  a  pmcbasisg  ageaA.  Varions  cities  la 
the  CDOKtay  vhi^L  &a.ve  givei>  Braioos  cimsidetatioB  to  the  piobl«m 
of  economical  purcbaBing  hare  found  it  advisable  to  centralize  all 
pawdia«ing  power  in  some  siaigle  xesponiible  official.  In  cities- 
iiihi  11  ike  anidunt  iiTokred  is  mfficient  to  warrant  sacb  action  a 
apaeiat  official,  without  other  duties:,  ifi  designated  parc^^ng 
igeat.  In  eiaa^tee  cities  it  ia  the  praetice  to  desi^ate  some  offi- 
cial with  etker  dntac^  pmrriiasing  ^ent.  Ooitral  pnnhasing 
ami  qwtirid^  hnyiag  dierefbre  do  not  always  presome  the  emidoy-^ 
mane  cf  a  apecial  agraot  but  Biake  soeh  tanployiiiait  contingent 
apom  li»  aatnct  of  purchasing  to  b«  don&  The  fact  that  the 
aaoBit  of  pwrt^aROg  to  be  dime  in  tlirrd  daas  cities  of  tdte  Stst» 
doea  sat  as  a  mle  wanant  the  employmoiC  of  ai  e^>ecial  piurclHising 
agent,  is  absolutely  no  excuse  for  giving  no  considoatiaii.  to- 
ijBMililji  kiting  in  the  ^ctqiest  market. 

m 
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Present  Methods  of  Purchasmg  in  New  York  State  Ciiies 

The  purchasing  problem  of  second  clasa  cities  of  the  State  is 
neceasaiilj  more  important  and  more  complicated  than  of  third 
claaa  cities.  Eor  this  reason  the  purchasing  methods  of  the  two 
classes  of  cities  are  diacuased  separately. 

The  second  class  cities  law  provides  for  a  board  of  contract  and 
supply  to  purchfiBB  h^  contract  in  amounts  exceeding  $250. 
Each  of  these  boards  is  empowered  to  retain  a  secretary  who  is  in 
some  instances  charged  with  and  held  responsible  for  all  purchas- 
ing. Thus  the  organization  for  central  purchasing  is  provided 
in  the  law,  but  the  exercise  of  centralized  purchasing  is  entirely 
optional  with  each  city.  The  cities  of  Syracuse  and  Yonkers 
have  found  it  advisable  to  centralize  purchasing  and  to  employ 
purchasing  agraits,  and  the  mayors  of  each  of  these  cities  maintain 
that  such  procedure  is  absolutely  essential  for  economical  buying. 
In  the  words  of  Mayor  Stone  of  Syracuse  central  'purchasing  is 
"  elementary  in  business  and  has  worked  particularly  well  in 
Syracuse."  A  concrete  example  of  the  economy  of  central  pur- 
chasing in  Yonkers  is  presented  hjy  the  fact  that  during  the 
greater  part  of  1919  hay  was  being  purchased  by  municipalities 
in  the  metropolitan  area  at  prices  ranging  from  forty  to  &£ty 
dollars  or  more  per  ton,  while  the  city  of  Yonkers  secured  a  con- 
tract in  April  1919  for  the  year's  supply  of  hay  at  thii-ty-foup 
dollars  per  ton. 

The  representatives  of  the  second  class  cities,  except  Schenec- 
tady and  Utica,  advocated  central  purchasing.  In  1912  and 
1913  Schenectady  tried  central  purchasing  and  quantity  buying, 
but  the  plan  was  considered  unsuccessful  and  was  abandoned 
exc^  in  name  because  of  mistakes  in  judgment  by  the  purchas- 
ing agent.  Mayor  Smith  of  Utica,  although  stating  that  he  has 
given  the  proposition  bat  little  consideration,  sees  little  merit  in 
the  idea.  It  is  his  belief  that  department  heads  can  purchase  to 
as  good  an  advantage  as  a  special  agent,  and  that  a  special  agent 
will  be  as  apt  to  show  favoritism  in  purchasing  as  will  depart- 
ment heads. 

With  respect  to  the  purchasing  methods  of  third  class  cities 
the  situation  is  interesting.     Kumerons  officials  advance  more 
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careful  purchasing  as  a  means  of  economy,  but  stated  that  tbej 
were  unable  to  put  central  purchasing  into  effect  because  of 
existing  organization  and  political  considerations.  A  few  of  the 
third  class  cities  have  centralized  their  purchasing  under  the 
mayor  or  city  manager  but  the  officials  of  a  large  majority  of 
these  cities  frankly  admit  that  their  purchasing  methods  are 
anecou<«nical. 

A  few  excerpts  from  the  bearings  present  the  almost  unireraal 
atiitade  of  ofScials  toward  purchasing  in  their  own  cities.  The 
following  statements  by  of£cials  are  presented  to  illustrate  the 
frank  admission  of  uneconomical  methods: 

Coming. — "  Each  department  is  its  own  purchasing 
ag^t,  centralization  would  make  for  economy;  this  is  the 
only  remedy  for  the  present  inefficient  Systran." 

Elmira. —  "  Departments  do  their  own  purchasing  up  to 
$260,  bnt  they  must  have  the  mayor's  0.  K.  Central  pur- 
chasing would  be  a  step  toward  economy,  no  corporation 
would  buy  anything  the  way  the  city  does." 

Kingston. — "  No  central  purchasing  now;  should  be 
changed  but  opposition  would  develop  in  view  of  the  fact 
that  these  various  departm^its  are  using  their  offices  to  make 
'  good  fellows '  out  of  themselves.  That  should  not  be,  bat 
it  is  80.  It  is  especially  true  of  fire  and  police  cfaidb  and 
the  alma  boards  who  play  their  favorites." 

Hudson. —  "  Any  commission  or  board  bnys  supplies  any- 
where at  any  price;  there  is  no  central  control.  Central 
control  would  unquestionably  save  money  for  the  taxpayers 
but  you  would  meet  with  opposition  if  yon  tried  to  buy  all 
snppUes  throng  one  single  purchasing  bureau." 

The  excerpts  of  testimony  quoted  above  reveal  the  general 
purchasing  methods  of  most  third  class  cities  and  Indicate  that 
the  chief  obstacle  in  the  way  of  better  purchasing  management  is 
lack  of  central  authority  and  control  and  petty  politics. 

Pvrehasing  and  Organiisation 

Effective  and  economical  purchasing  is  very  closely  related  to 
organization.     In  any  goverumenta!  organization  a  large  number 
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of  officials  Tise  TnrJoiis  kinds  of  sapplies  and  mftterial?.  In  the 
vast  BUtjfXitj  of  cases  the  psrtienlai'  brands  and  qnalitim  of  goods 
to  be  VBtd  are  a  martter  of  personal  opinioii  determined  bj  aetnal 
aqperienee  aatd  i^  consideration  of  pationa|;e.  The  last  few  ye»Ta 
have  seen  aonte  attempts  to  s^ect  brands  and  qnalities  of  goods 
apen  tite  basis  of  specificaticMas  providing  for  standard  tests  as  to 
physical  and  chemical  qualities,  but  in  the  main,  goods  «e  selected 
vpcn  the  basis  of  personal  opim(»i&.  Where  personal  opimion 
detenuines  the  bvands  and  qoalities  of  goods  to  be  used,  patroMage 
eonsidevatioBB  geneiall;  detenuine  the  official  personal  ofnnions. 
Consequently  it  is  a  universal  condition  that  department 
beads  and  chiefs  are  consistently  insistent  upon  determining 
what  goods  are  to  be  used  in  their  departments  and  where 
such  goods  are  to  be  purchased.  The  retention  by  depart- 
ment heads  and  chiefs  of  the  right  to  determine  the  above 
factors  necessarily  results  in  the  purchase  of  numerous  brands 
and  qualities  of  common  articles  from  a  large  number  of  vendors. 
This  condition  means  numerous  purchases  of  numerous  common 
articles  and  groups  of  aj'tieles  with  the  result  that  purchasing 
power  is  dissipated  and  eiTective  competition  is  minimized  with 
the  further  logical  result  that  prices  paid  are  higher. 

The  testimony  would  indicate  that  elected  officials  with  political 
obligations  will  not  voluntarily  surrender  purchasing  patronage  in 
favor  of  economical  central  purchasing  because  it  is  one  of  the 
instruments  by  which  political  favor  is  developed  and  retained. 
Even  though  divided  purchasing  is  uneconomical  the  actual 
responsibility  for  uneconomical  bnj-ing  is  sufficiently  decentral- 
ized so  that  no  official  will  be  held  responsible. 

Only  under  a  type  of  centralized  governmental  organization 
can-various  department  heads  be  induced  to  give  up  thwr  purcha.i- 
iag  prerogatives  and  to  co-operate  -witii  a  central  purchasing 
agency.  Under  a  centralized  organization  the  political  considera- 
^ns  of  distributing  purchasing  petronage  do  not  press  upon  the 
executives  because  political  responsilMlity  is  centered  in  the  chief 
executive  who  takes  the  responaibility  for  bis  department  heads. 
Under  a  unified  administration  the  ehief  executive  can  pat  the 
idea  of  quantity  buying  of  standardized  goods  into  efieet  aw)  by 
kia  eontnd  of  his  department  heads  can  compel  co-operaticn  in 
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planning  the  use  ftod  purehaae  of  goods.  Svceessful  and  ecoaoDt- 
ical  parchmii^  for  a  gcneminental  or  private  Drganuatioii  JB 
coi^letely  dependent  upon  plasnii^  and  co-operation  whicli  is 
moxe  apt  to  be  tke  «zoe^ton  than  the  rule  imder  a  multiple 
executive  ^etem. 

The  It^dMtaxe  eait,  and  sometimes  doea,  iachide  in  oonuniK- 
sion  eharten  and  multiple  eseeative  charters  pR)TiBi<m  far  «eB- 
tralixatioa  of  purc^aaing.  Ent  aadi  legal  enaetment  guaranlBeB 
nothiiig  more  than  that  all  purchaae  mdeis  will  be  iaaued  fro^ 
one  <^ce.  "Ebe  neceesatj  «(H>peratioii  for  staadardiuiig  artides 
used  and  buyiiig  in  quantitifls  for  independoit  departments  is  often 
absent,  consequently  economical  purchasing  is  not  necessarily 
effected.  Experience  of  American  cities  and  States  demonstrates 
very  definitely  that  economical  purchasing  cannot  be  practiced 
except  under  a  centralized  responsible  government  where  the  cen- 
tral control  of  a  real  chief  executive  can  enforce  standardization  of 
articles  used  and  compel  quantity  buying. 

C<melugio7ts  of  the  Committee 

Aa  a  result  of  its  investigations  your  Committee  is  convinced 
that  few  New  York  State  cities  are  purchasing  economically.  In 
fact  the  testimony  of  numerous  officials  at  the  Committee's  hear- 
ings was  a  frank  admission  of  this  fact.  The  hearings  made  it 
clear  that  the  fundamental  reason  for  uneconomical  purchasing 
ia  the  lack  of  central  control  and  authority  to  change  existing 
methods.  Under  the  common  system  of  multiple  executive  organ- 
ization no  official  can  deprive  other  independent  executives  of  the 
purchasing  patronage  in  the  interest  of  economical  buying. 
Officials  have  failed  and  will  continue  to  fail  to  improve  poi^ 
chasing  methods  by  voluntary  co-operation. 

It  is  recognized  that  no  amount  or  variety  of  legislation  can 
improve  this  condition  in  municipal  administration.  The  only 
remedy  which  the  Legislature  can  advance  is  the  encouragement 
of  the  adoption  of  centralized  responsible  government  by  cities, 
thereby  giving  responsible  official  authority  to  improve  existing 
purcbaaing  methods  and  giving  municipal  electorates  an  opportu- 
nity to  locate  responsibility  for  uneconomical  purchasing  admin- 
istration.    The  legislature  should  be  influenced  by  the  practical 
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cousiderationfi  of  manicipal  purohasing  set  forth  in  this  diacns- 
sion  when  considerisg  a  policy  of  charter  enactment  for  cities. 

In  view  of  the  fact  that  some  cities  even  under  dec^itralized 
administration  might,  hy  official  co-operation,  secure  better  restilts 
in  purchasing,  it  is  recommended  that  the  l^slatnre  enact  a 
general  municipal  law  of  a  permissive  or  enabling  character  which 
would  give  to  municipal  councils  or  legislative  bodies  the  legal 
right  to  centralize  purchasing  where  such  right  is  not  provided  in 
existing  charters.  It  seems  clear  to  your  Committee  that  the 
cities  themselves  must  take  the  initiative  in  establishing  efficient 
and  economical  methods  of  purchasing. 
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Municipal  Tax  Umits 
The  Special  Joint  C<mmiittee  on  Taxation  and  Betrenchment 
was  ipecificaU^  inBtrocted  to  investigate  and  report  on  the  Bub- 
jert  of  municipal  taz  limits.    In  accordance  with  this  order,  we 
hare  conducted  an  extensive  etady  of  this  problem  throughout  the 
(Dtire  United  States  as  well  as  in  the  State  of  New  York  in  order 
to  be  in  a  poaition  to  lay  before  you  the  various  forms  of  municipal 
tax  limits  and  the  experiences  of  American  cities  with  these 
limits. 
This  chapter  is  divided  into  three  sections,  as  follows: 
I.  Tax  Ximits  and  their  Results  in  the  State  of  Kew  York, 
n.  Tax  Limits  in  Other  States. 
ni.  Conclusions  and  Beconunendatione  of  the  Committee. 

I.  Tax  Limits  ahd  Theis  Hxsults  in  the  State  of  New  Yoijk 
CmatiiiitioTUil  and  Charter  Provisions 

The  taxing  powers  of  thirty-eight  cities  in  New  York  State  are 
limited,  five  ly  the  State  Constitution  and  thirty-three  either  by 
special  laws  or  by  charter  provisions,  Yonkers  will  probably  be 
limited  by  the  Constitution  after  the  1920  census  is  ofBcially 
umoonoed. 

Those  limited  by  the  Constitution  are  New  York  city,  Buffalo, 
Rochester,  Syracuse  and  Albany. 

Those  cities  limited  hy  special  laws  or  charter  provisions  are 
Amsterdam,  Beacon,  Batavia,  Coming,  Cortland,  Canandaigua, 
Dunkirk,  Elmira,  Fulton,  Geneva,  Qloveraville,  Glens  Falls, 
Homell,  Hudson,  Ithaca,  Johnstown,  Jamestown,  Lackawanna, 
Little  Falls,  Mechanicville,  Middletown,  Moiint  Vernon,  Oswego, 
Ogdensbnrg,  Oneonta,  Oneida,  Olean,  Norwich,  Port  Jervis, 
PIsttsbnrg,  Borne,  Tonawanda  and  Wat^^wn. 

The  taxing  powers  of  the  following  twenty-one  cities  are  not 

limited:      Auburn,   Singhamton,    Yonkere,    Schenectady,    Troy, 
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Utiea,  Kingston,  Niagara  Falls,  Bensselaer,  Glen  Cove,  Cohoes, 
Watervliet,  Pouglikeepaie,  Loekport,  Newburgh,  North  Tona- 
wanda.  New  Rocbelle,  Sherrill,  Salamanca,  Saratoga  and  White 
Plains. 

Three  methods  are  used  in  New  York  State  to  limit  the  taxing 
power  of  cities.  Tlae  KUsiimtnn  r^nrnj:  of  an  annual  city  tax 
levy  ia  fixed  at  a  specified  sum  in  four  cities.  In  twen^-five 
cities  it  is  fixed  &t  a  certain  per  centum  of  the  asseaiBd  value  of 
taxaHe  piopeTij.  After  the  census,  «ne  mose  cl4y  will  ptohably 
be  added  to  this  suuiber.  Jn  nine  cities  the  mtsianum  amount 
that  can  be  caiaed  hj  tax  for  each  nmniciftal  activit}'  is  fixed 
either  at  a  ^leeified  amoust  or  a.  certain  per  -centum  of  the 
assessed  value  of  the  taxable  property.  The  limits  prasciibed  bj 
charter  or  special  law  may  be  extended  for  specific  purpoaea  in 
a  number  of  cities  by  a^iproval  of  the  voters  at  a  ^tecial  or  general 
election. 

Watertown  and  Kingston  are  the  only  cities  in  the  State  in 
which  the  expenditures  for  education  are  specifically  limited. 
Previous  to  1917  a  number  of  cities  limited  the  expenditures  for 
.'Schools,  but  the  (General  Education  Law  enacted  in  that  year 
repealed  all  of  these  limitations.  The  Watertown  limitation  was 
enacted  into  law  in  1918  and  the  Kingston  limitation  in  1919. 

There  are  sevcm  etties  each  o€  wikvch  is  compeUed  fay  taw  to 
inehide  in  its  general  eity  tSK,  limited  bj  Oonsibituition,  diarter 
-or  Bpeeaal  acts,  all  eKpenditum  i<r  edneation  -wluGh  ere  mat  lim- 
ited in  any  way. 

A  tabular  summary  of  the  taxing  powers  of  the  dtxea  vt  tke 
State  prq>ared  by  the  -State  Bnieaa  of  ICunicipal  lofonnatiDn  is 
presented  in  the  appendix  of  this  v^MJirt. 

What  €Uy  Officials  TkiiA  of  Tax  lAmiit 

The  conferences  held  1)y  the  -Committee  with  city  offiaals  indi- 
cate the  attitude  oE  ifcose  who  are  worferng  under  the  tax  limits 
and  the  practical  wsults  of  Aose  limits.  Mayor  Buck  of  Buffalo 
stated  that  the  practical  remit  of  lie  tax  limil  was  to  ^Iwems^ 
careful  budget  preparsrtion,  to  eomp^  the  isauimee  of  ^efioeney 
bonds  to  -finance  euTreat  atpoiditBtw,  to  incrense  ie  Sebt  burden 
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and  to  decrease  tfae  borrowing  pow^  of  the  city,  all  liecaiise  the 
rax  UmitatioD  is  too  low  to  finance  the  current  espenditures 
demandeii  Lv  the  puhtie.  In  Fulton,  vre  were  told  that  a  floatiog 
Jebt  of  tl8,-^OU  had  heeu  carried  fiam  1919  to  1»20  heeauee  of 
ilie  tax  limit.  City  Chamberlain  Bichardaon  said  of  liiia  situa- 
uon :  "  It  is  passing  the  buck  from  csie  year  to  another.  The 
ncKt  administration  will  apprc^isie  as  hi^  as  it  can  and  pass 
the  buck  to  the  Best  year.  It  is  a  coutiauous  perfonnanee,  and  is 
not  a  good  thing  from  the  business  standpoint."  The  officials  of 
Hudson  explained  that  the  administratire  practice  of  circum- 
veuting  the  tax  limits,  which  apply  to  each  municipal  service, 
\\~u  the  mly  method  of  keeping  the  city  going.  This  was  described 
ds  a  system  of  "  elasticity  —  borrowing  from  Peter  to  pay  Paul." 
Such  "  elafiticitj' "  has  been  impossible  in  Oswego,  where  it  was 
^:att\I  that  wheu  the  funds  are  exh>iust«d  "  we  have  bad  gorern- 
iii'nt,  then  we  stop."  In  one  of  the  smaller  cities  it  was  found 
that  die  tax  limit  had  actually  been  ignored  and  exceeded  by  the 
pity  authorities  in  Tesponae  to  the  need  for  funds.  Mayor  Cox 
n  J[iddletown,  which  may  exceed  its  tax  limit  by  referendum, 
•rawd  that  special  elections  with  their  attendant  expenses  are  held 
re^niarly  to  secure  the  authorization  of  expenditures  which  cannot 
be  financed  nnder  the  tax  limit,  and  concluded:  "I  think  the 
rax  limits  prorision  of  the  charter  is  wrong."  Mayor  Edgerton 
of  Rochester  paid:  "The  constitutionnl  limitation  will  not  per- 
mtt  us  to  raise  enough  money  to  run  Rochester  aa  we  have  been 
ranning  it.  The  Constitution  has  not  grown."  Mayor  Wallin 
01  Yonkers,  speaking  at  the  1919  annual  meeting  of  the  New  York 
State  Conference  of  Mayors  and  other  city  officials,  summed  up 
■lie  situation  in  these  words: 

"  If  the  State  is  to  limit  the  tax  levy  in  all  cities  then  it 
also  must  r^nlate  the  methods  of  expenditure.  Limitations 
•n  hurdled  and  cast  aside  1^  a  very  simple  process.  Instead 
ot  paying  the  money  ant  of  the  current  budget,  it  is  paid  by 
boding.  *  *  *  We  liave  now  a  cwutitutional  proviaiwi 
tint  limite  the  expeaditHrea  of  cities.  What  happens } 
When  a  eity  tue  to  go  beyond  that  point,  instead  of  money 
hang  raiaed  in  die  earreut  bodgei  deficiency  bonds  are  issued 
4  ( 

I!  0,1,7,7,1  hy^COO^^lC 


98  Hevort  op  the  &pscial  JorsT  Committee 

to  be 'spread  ot^  a  term  of  years.  And  that  is  not  only  tlie 
experience  of  New  York  city,  but  it  is  almost  tmiveraaL  It 
is  the  experience  of  Ohio  cities  where  they  put  a  limitation 
on  the  tBsing  powers  of  the  city.  If  the  people  demand 
service  the  officials  will  find  a  way  to  give  it,  although  that 
can  only  be  stopped  by  a  State  supervision  of  expenditures, 
and  that  means  the  State  government  of  cities.  «  •  *  J 
see  no  way  that  the  expenditures  can  be  controlled  while  the 
responsibility  is  divided.  •  *  *  Either  have  your  State 
take  control  of  the  cities  and  the  functions  which  the  State 
to-day  1b  directing  us  to  control,  or  else  give  us  home  rule  — 
let  the  cities  honestly  and  fairly  compete  with  one  another 
In  giving  the  best  and  most  economical  government  that  they 
can.  It  won't  be  many  years  before  those  interested  in  city 
government  will  learn  which  cities  are  well  governed ;  it 
won't  be  long  before  the  people  learn  that  the  place  to  cure 
the  ills  in  the  city  is  in  the  city  and  not  to  go  to  Albany. 
*  *  *  It  will  be  an  improvement  in  the  citizenship  of 
the  State  and  the  nation." 

While  it  is  true  that  a  majority  of  the  city  officials  appearing 
before  your  Committee  stated  that  they  were  opposed  to  the  sys- 
tem of  tax  limits,  there  were,  nevertheless,  those  who  believed 
that  such  limits  should  be  maintained  provided  they  were  made 
more  "  elastic  "  or  more  adequate  to  meet  the  present  high  costs. 

The  Frequent  Eevidon  of  Tax  Limits 

An  interesting  fact  brought  out  by  the  conferences  of  this  Com- 
mittee is  the  frequent  revisions  of  tax  limits  which  have  been 
found  necessary  by  the  cities.  There  has  hardly  been  a  year  that 
some  city  has  not  appeared  at  Albany  with  a  bill  to  increase  its 
tax  limit,  Hudson,  Little  Falls  and  Mount  Vernon  have  already 
presented  such  bills  to  the  1920  Legislature',  and  as  twenty-three 
other  cities  with  tax  limits  have  reached,  or  are  within  a  few 
dollars  of,  their  maximum  levy,  other  bills  may  be  expected.  In 
Fulton  the  tax  limit  was  increased  in  1919.  Gloveraville  made  a 
temporary  increase  in  1917.  Mount  Vernon  hag  amended  its 
tax  limit  provisions  several  times  in  recent  years,  as  have  also 
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little  Falls  and  Flatteburgb.  It  would  seem  tbat  tax  limitB, 
where  establislied,  are  in  contimial  need  of  reriflion  to  meet  the 
demacdB  of  the  people  for  greater  service  and  the  increased  costs 

tig 


Tax  Limitg  and  Assessments 

It  is  generally  claimed  that  tax  limits  have  a  tendency  to 
increase  the  ratio  of  assessment.  The  evidence  presented  to  your 
Committee  would  indicate  that  this  is  only  partially  true.  In 
fact  i  greater  proportion  of  the  cities  without  tax  limits,  or  with 
soeh  a  large  leeway  that  th^  have  never  thought  of  their  limits, 
ii  to  be  listed  aa  progressive  in  assessment  methods  thait  is  to 
be  listed  from  among  the  cities  with  tax  limits.  This  situation 
ia  partially  due  in  certain  cities  to  the  separation  of  the  city 
administration,  which  needs  the  funds,  and  the  assessors,  who  are 
fonrenied  only  with  their  own  re-election.  In  a  few  cities  the 
pressure  of  the  tax  limit  has  brought  about  a  higher  ratio  of 
iffiessments,  but  the  city  officials  are  of  the  opioion  that  tax  limits 
^U  have  far  less  influence  than  the  present  method  of  distributing 
de  income  tax  to  the  localities  on  the  basis  of  their  real  estate 
Eiaessments. 

The  Effect  of  Tate  Limits  on  Expenditures  and  Debts 

The  sole  pnrpose  of  tax  limits  is  to  keep  down  the  costs  of 
manicipal  government  by  restricting  the  funds  available  for 
upenditnre.  Your  Committee  has,  therefore,  made  a  brief  study 
'A  the  per  capita  costs  of  government  in  cities  with  and  without 
■as  limits  in  order  to  ascertain  to  what  extent  the  tax  limits  have 
iinm^t  about  more  economical  government.  As  a  basis  of  this 
comparison  ten  cities  of  this  State  were  taken  at  random,  five  with 
iaj  limits  and  five  without.  Because  of  the  statements  made  by 
vmr  mayors  that  the  tax  limits  had  forced  them  to  issue  bonds 
K  to  contract  floating  debts  for  that  part  of  the  current  budget 
'^rements  which  could  not  be  financed  within  the  limited  tax 
'«7,  your  Committee  has  also  tabulated  the  per  capita  debts  of 
■ie  same  ten  cities.  In  each  case  the  period  covered  is  1910  to 
■''IS.     The  fen  cities  are: 
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With  Tax  Limiit  Without  Tax  lAmiU 
Albany  Bio^iamtoii 

Elmira  Niagara  Falls 

Jamestown  Schenectady 

ALount  Vernon  Troy 

Rochester  Yonkera 

The  effect  of  tax  limits  upon  the  per  capita  indefctedness  ia 
indicated  in  Figure  I  of  the  accompanying  chart  From  1910  to 
1915  the  cities  without  tax  limits  were  carrying  larger  per  capita 
debts  than  the  cities  with  tax  limits.  Beginning  in  1915,  how- 
ever, the  cities  without  tax  limits  have  succeeded  in  reducing  their 
per  capita  debts,  while  those  with  tax  limits  have  continued  to 
increase  theirs.  These  figures  serve  merely  to  illustrate  the  state- 
ments of  the  mayors  of  the  cities  that  tax  limits  have  forced  the 
increase  of  municipal  debts.  In  other  words,  tax  limitation  haa 
not  prevented  expendituresj  it  has  merely  forced  the  postpone- 
ment of  the  collection  of  the  taxes  to  meet  the  expenditures. 
,,  The  effect  of  tax  limits  upon  the  per  capita  expenditures  of  the 
general  city  departments  is  indicated  in  Figure  II  of  the  diart, 
In  1910  the  cities  without  tax  limits  were  spending  practically 
the  same  as  those  with  such  limits.  By  1912,  however,  a  revision 
of  tax  limits  brought  the  per  capita  coats  of  the  cities  with  limits 
above  those  without  limits.  Between  1915  nnd  1918,  the  per 
capita  expenditures  have  increased  gradually  in  both  groups  of 
cities,  thon^  the  cities  without  tax  limits  have  been  consistently 
lower.  It  is  interesting  to  note  in  the  chart  that  the  increasing 
coats  of  cities  without  tax  limits  has  been  gradnal  and  regtilar, 
while  the  increase  for  cities  with  tax  limits  tends  to  be  lea 
regular  and  more  spasmodic.  It  would  seem  that  a  period  of 
repression  is  followed  by  a  period  of  expansion  on  the  revision  of 
tax  limits  or  assessed  valaes,  and  that  in  tlie  end  tihe  per  capita 
costs  are  not  leas  than  those  for  cities  without  tax  limite.  One 
city  official  summarized  the  sitnation  by  saying:  "  Tax  limits  do 
not  limit." 

The  eridenoe  fnesented  in  a  number  of  the  smaller  cities  diowed 
also  that  the  foil  rate  allowed  1^  law  is  levied  each  year  eves 
when  it  is  not  necessary  and  when  it  results  in  the  accamulation 
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of  emaideraUe  surpluaeB  to  be  disposed  oi  outsidfl  of  the  budget 
appiopriatiims.  In  Euch  casea  the  ta^  limit  sei-res  the  ends  of 
cxtnTBganee  r&thet  than  economy. 

II.  Tax  Limits  Ih  Otueb  Statbb 
The  investigattiMia  made  by  your  Committee  indicate  that  tax 
limiti  are  provided  by  general  State  Law  in  all  but  eight  states 
of  the  Union.  Your  Committee  has  gathered  l^al  provisions, 
•Ulisdcal  materia]  and  opini<ni8  of  the  resnlts  of  tax  limit  legia- 
Ution  from  all  sections  of  the  conntry.  The  limitation  of  time, 
luiwet'er,  makes  it  impossiUe  to  present  with  this  report  more 
thu  a  brief  summary  of  the  materials  collected. 

Types  of  Tax  Limits 

Tlie  tax  limits  now  in  force  in  the  various  states  of  the  Union 
«e  of  two  type8 ;  those  restricting  tax  levies  to  a  certain  rate  on 
the  assessed  valuation,  and  those  restricting  tax  levies  to  a  certain 
ptt  cent  of  the  last  levy.  On  this  basis  the  states  may  be  grouped 
as  fallows: 

Qioap  L  Tax  limit  based  on  assessed  values: 
a.  Tax  limit  below  1^  per  cent 
Alabama,  Arkansas,  California,  Jlorida,  Georgia,  Illi- 
nois, Iowa,  Louisiana,  New  Mexico,  North  Carolina, 
Oklah(»Qa,    Ohio,    South    Carolina,    West    Virginia, 
Wyoming,  Nevada 
b  Tax  limit  1%  per  cent  and  over 
Idaho,  Michigan,  New  Jersey  (smaller  cities),  New 
York  (larger  cities),  Bhode  Island,  Utah,  Virginia, 
Washington. 
Group  n.  Tax  limit  based  on  previous  levy: 
a.  Tax  limit  of  100  per  cent  of  previous  levy  —  Indian:) 
K  Tax  limit  of  105  per  cent  of  previous  levy  —  Colorado 
e.  Tax  limit  of  106  per  cent  of  previous  levy  —  Oregon 
i  Tax  limit  of  110  per  cent  of  previous  levy  —  Arizona 
Group  III.  No  tax  limits  provided  by  General  Law: 
Connecticut,  Delaware,  Maine,  Maryland,  Massachusetts, 
New  Hampshire,  Pennslyvania,  Vermont. 

l!0,l,,-CMh,.COOglC 


*102"  ■ ''"RsWrt'of-'the  Special  JorsT  Committee 

In  several  of  these  Group  III  states  tax  limits  are  provided  by 
special  chartere. 

The  tabulation  of  tax  limits  here  preiseDted  is  based  upon  a 
study  of  the  State  Gonatitutions  and  Laws.  The  difference  in 
phraaeol(^  and  in  the  scope  of  the  various  tax  limits,  has  made 
it  impossible  to  prepare  within  the  time  available  a  more  detailed 
tabulation,  or  to  make  a  study  of  the  judicial  constructions  placed 
upon  such  terms  as  "  current  expenses,"  "  general  expenses," 
and  "  municipal  levies  "  in  the  various  jurisdictions.  It  was  not 
felt  by  your  Committee  that  an  exhaustive  investigation  of  this 
character  was  necessary  for  the  purposes  of  this  report. 

Results  of  Tax  Limits 

Your  Committee  has  had  considerable  correspondence  with 
city  officials  in  the  State  of  Ohio  in  which  a  tax  limit  of  1  per 
cent,  with  a  possible  increase  to  1%  per  cent  on  referendum,  has 
been  in  operation  since  1911,  The  situation  described  in  Ohio 
is  almost  unbelievable.  Cities  are  defaulting  on  their  bonds, 
deliberately  mishandling  funds,  accunmlating  immense  floating 
debts,  issuing  bonds  for  purposes  that  should  be  financed  from 
current  revenues,  and  crippling  their  necessary  municipal  services 
as  a  means  of  evading  or  observing  the  tax  limitation.  The  loss 
of  the  liquor  license  revenues  has  served  to  make  the  situation 
oven  more  serious  so  that  officials  in  Darton,  Cincinnati  and 
Cleveland  have  given  up  all  hope  of  financing  the  current  needs 
of  the  cities  from  current  revenues  until  the  present'  tax  limit 
is  repealed.  The  outstanding  result  of  the  Ohio  Law  has  been  a 
tremendous  increase  in.  municipal  indebtedness  and  interest 
charges. 

The  Indiana  tax  limitation  differs  radically  from  the  Ohio 
method.  We  were  informed  by  the  Indiana  State  Tax  Conmiis- 
sion  that  it  was  decided  after  a  careful  study  of  the  Ohio  situa- 
tion it  would  be  a  mistake  to  follow  the  Ohio  plan.  Indiana, 
therefore,  adopted  the  system  of  prohibiting  the  levj'  of  more 
taxes  in  any  year  than  was  levied  the  previous  year,  regardless 
of  the  tax  rate  except  on  the  approval  of  the  State  Tax  Commis- 
sion.    This  plan  was  adopted  coineidently  with  a  system  of  con- 
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trol  over  aasessmente  which  wae  to  bring  the  asfiesaed  values  up 
to  fall  value  throughout  the  State.  The  tax  limit  was  adopted  to 
nmove  the  possibility  of  great  eztravagauee  following  the  tre- 
mendons  increase  in  assessed  values,  which  was  Inevitable. 

The  Indiana  Law  has  nnquestionablj  served  to  prevent  the 
extraraganoes  which  often  follow  a  large  increase  in  the  asseased 
raluations.  The  majors  and  comptrollers  of  several  cities  have 
stated  this  to  jour  Committee,  and  have  submitted  financial  statis- 
tics showing  verj  considerable  reductions  in  tax  rates  imder  the 
oomlnned  inflaeuoe  of  the  tax  limit  and  the  full  value  assessments. 
In  a  number  of  oases,  however,  evidence  was  submitted  to  show 
that  cities  had  been  forced  to  issue  bonds  for  purposes  that  would 
have  heea.  financed  from  current  revenues  if  the  city  adminis- 
tration had  been  free  to  increaae  the  amount  of  the  tax' levy.  It 
13  to  be  noted,  however,  that  bonds  must  also  receive  the  approval 
of  the  tax  commission.  The  feeling  was  also  expressed  that, 
after  all,  the  cities  themselves  were  in  a  better  position  to  judge 
what  was  uecesaarv  for  their  own  good  than  a  State  commission 
in  a  distant  city.  The  first  year  of  experience  under  the  new 
Indiana  law  would  indicate  that  the  law  has  limited  the  costs 
of  government,  that  it  has  encouraged  bonding,  and  that  the 
cities  have  felt  the  State  supervision  of  the  law  an  intrusion  upon 
the  home  rule  right  to  determine  their  own  budgets. 

Oregon  has  given  a  more  extensive  trial  to  the  system  of  lim- 
iting tax  levies  on  a  percentage  basis  of  the  previous  levy.  A  con- 
stitutional amendment  prohibits  the  levy  except  for  debt  service 
of  more  than  106  per  cent,  of  the  amount  levied  the  previous  year, 
which  may  be  increased  to  any  amount  for  any  single  year  by  an 
affirmative  popular  vote.  This  amendment  was  adopted  in  1916 
and  applies  to  the  .State  government  as  well  aa  to  every  other 
taxing  body.  In  the  effort  to  ascertain  its  practical  results  your 
Committee  has  convisponded  with  public  ofiicials  and  private 
citizens,  and  has  gathered  considerable  statistical  material.  This 
information  would  indicate  that  the  Oregon  tax  limitation  has 
had  little  effect  in  limiting  taxes.  The  increases  in  Oregon  are 
abnni  the  same  as  those  in  other  Pacific  coast  states.  This  is 
explained  in  part  by  the  State  Tax  Commissioner  who  writes  that 
the  6  per  ''ent.  increase  allowed  by  law  each  year  baa  had  the 
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tendency  of  leading  all  tajdag  jnrisdictiflos  to  take  advaiitage  o£ 
tlie  increase  wfaethex  it  waa  needed  or  luit,  and  that  in  otiwr  caaes- 
tbe  limit  is  nullified  by  the  babitnal  af^eal  to  the  voters  for  addi- 
tional fimda,  the  le^'y  of  which  i^  aasiued  b^  makiug  the  support 
of  projects  and  services  dear  to  the  people's  hearts  deiiendent  npon 
the  approval  of  the  hi^er  levies.  He  Btid^s  alao  that  the  tax 
limit  haB  encoaiaged  bond  isaues  for  improper  purposes.  The 
auditor  of  the  city  of  Portland  has  just  tranamitted  to  us  a  list 
of  the  outBtanding  bonds  of  the  city  which,  would  not  have  been 
issned  except  for  the  tax  limitation,  and  states  that  some  $7S1,00O 
in  bonds  will  be  issued  during  1930  for  projects  that  would  have 
been  financed  from  current  revenues  except  for  the  tax  limitation. 
An  ex-secretary  of  the  Oregon  Taypayers'  League,  who  at  preaent 
is  tax  attorney  for  a  number  of  large  interests,  states  that  the- 
Oregon  amendment  ie  too  li^d,  and  that  it  encourages  increased 
expenses  and  bond  issues.  Ex-Senator  Fierce,  who  was  possibly 
more  influential  than  any  other  single  individual  in  securing  the 
passage  of  the  Oregon  tax  limitation,  furnished  your  Committee 
figures  to  show  the  remarkable  growth  of  tax  rates  in  Oregon 
in  fipite  of  the  tax  limitation  and  concluded  "  The  constitutional 
amendment  that  we  hoped  would  accomplish  so  much  has  been 
circumvented."  The  entire  situation  is  beat  summed  up  by 
Mr.  J.  J.  Sayer,  secretary  of  the  Building  Managers  and  Owners' 
Association  of  Portland  in  the  following  statement : 

"  In  my  opinion  the  liveliest  topic  of  discussion  ri^t  now- 
is  the  question  of  tax  limitation.  I  feel  that  such  laws  are 
unwise  legislation.  If  the  limit  is  of  a  sufficiently  liberal 
degree  then  there  ia  no  use  having  the  limitation.  If  it  is 
too  small  then  it  is  vicious  limitation  of  the  powers  of  those 
responsible  for  the  direction  of  our  afFairs.  I  think  we  are 
progressing  far  enough  now-a-days  so  that  we  can  afford  to 
trust  oar  legislators  and  executives  to  do  approximately  the 
right  thing.  In  the  working  out  of  the  limitation  law,  we 
find  that  when  the  legislators  and  exeentivca  and  tax-levying- 
bodies  do  not  make  the  levy  of  their  own  accord,  then  the 
people  invoke  the  referendum  and  get  the  money  anyway. 
Sonds  are  issued  frequently  where  a  direct  tax  would  save 
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nuuy  husdredg  of  thousiinds  of  dolkrs  in  the  eouiee  of  the 
pcfisd  far  which  the  bonds  nuy  mn." 

The  experience  of  Massachusetts  is  particularly  noteworthy. 
In  W12  a  legislative  committee  was  appointed  to  examine  munici- 
pal finances.  It  waa  found  that  most  of  the  cities  were  operating 
■under  tax  limits,  while  none  of  the  towns,  many  of  which  were 
between  10,000  and  30,000  in  population,  had  limitations.  The 
actnd  tax  rates  were  about  the  same  in  the  smaller  cities  and 
in  the  larger  towns,  but  the  debts  of  the  cities  had  grown  by  leaps 
and  bounds  as  the  direct  result  of  the  effort  to  escape  the  tax  limita- 
tion, while  the  towns  had  few  debts.  Study  showed  that  the  actual 
services  rendered  to  the  public  by  the  larger  towns  and  the  cities 
were  practically  the  same,  and  that  the  towns  had  a  greater  pro- 
portion of  their  levies  available  for  current  expenditures  because 
they  were  carrying  lighter  debts.  In  other  words,  aa  a  direct  result 
of  tax  limitations,  cities  with  tax  limits  were  in  a  worse  financial 
condition  than  towns  of  the  same  size  furnishing  the  same  public 
flervieea  and  improvements,  but  without  tax  limits.  On  the  dis- 
covery of  this  situation,  Massachusetts  repealed  all  tax  limits 
throughout  the  entire  State  except  for  the  city  of  Boston,  where 
a  limit  is  maintained  for  other  than  fiscal  reasons.  He  repeal 
of  the  tax  limitations  in  1913*  and  the  enactment  of  sound  bond- 
ii^  and  budget  laws  haa  proved  entirely  satisfactory.  A  recent 
communication  from  the  Massachusetts  Bureau  of  Statistics 
states :  "  The  results  obtained  thus  far  have  been  far  better  than 
anticipated,  and  today  we  find  our  municipalities  including  in 
the  tax  levy  all  sums  needed  for  carrying  on  the  several  govern- 
mental activities,  and  practically  no  debt  incurred  for  annual 
maintenance  costs,  in  fact  but  little  debt  is  now  being  incurred 
for  annual  recurring  costs  on  improvements  more  or  less  perma- 
nent in  character." 

m.    CoXCLUSIOKS    A7n>   SEOOUUSmiATIOITB   OF  THB    CoUKITTEB 

The  Special  Joint  Committee  on  Taxation  and  Ketrenchment 
has  reached  the  following  conclusions  on  flie  basis  of  the  infoi^ 
mation  collected  and  as  a  result  of  its  conferences  with  the  city 
officiab  of  this  State : 

'AcU  of  I»I3,  Cli.  719. 
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1.  Tax  limits  do  not  limit. —  Cities  with  tax  limits  epend 
SA  mucli  and  raise  as  much  b;  taxation  as  citiea  without  tax 
limits.  The  tax  limit  may  serve  to  curtail  expenditures  for 
one  or  two  years,  but  as  soon  as  the  restraint  is  felt,  an  amend- 
ment is  secured  which  then  encourages  expansion  since 
the  tendency  is  to  levy  the  full  amount  permitted  whether 
it  is  necessary  or  not.  The  experience  of  cities  in  this  State, 
and  in  all  other  States,  points  uniformly  to  this  conclusion. 
Ohio  is  the  one  exception,  and  there  other  and  more  serious 
abuses  have  resulted. 

2.  Tax  limitations  encourage  unsound  bonding. — Wherever 
comparative  studies  have  been  made  of  cities  with  and  with- 
out tax  limits,  or  wherever  the  same  cities  have  been  studied 
before  and  after  the  adoption  or  the  repeal  of  tax  limits,  it 
has  always  been  found  that  tax  limits  encourage  bonding  as 
a  means  of  hurdling  the  tax  limitation.  Studies  made  by 
your  Committee  in  this  State,  in  Ohio,  Oregon  and  Indiana, 
as  well  as  the  investigations  made  in  Massachusetts,  bear 
out  this  conclusion. 

3.  Tax  limitations  should  never  apply  to  debt  service. — 
Ifunicipalities  sfaotild  never  be  restricted  in  levying  taxes  to 
meet  their  interest  and  bond  maturity  obligations.  Such 
limits  serve  merely  to  injure  the  city's  credit  and  compel 
it  to  pay  high  interest  rates  to  bond  buyers.  The  limitation 
of  indebtedness  should  be  attained  through  other  methods. 

4.  There  is  no  way  in  a  democracy  of  blocking  a  genuine 
popular  demand  for  increased  governmental  service  through 
an  arbitrary  limitation  upon  the  tax  levy. 

Tax  limitations  have  not  prevented  cities  with  such  limits 
from  maintaining  about  the  same  governmental  services  at 
about  the  same  costs  as  other  cities  of  the  country.  The 
popular  demand  for  governmental  services  and  for  improve- 
ments in  accordance  with  the  accepted  standards  of  city  life 
have  either  brushed  aside  tax  limits  or  secured  their  amend- 
ment in  the  majority  of  our  cities.  This  is  especially  true 
in  the  State  of  New  York.  Arbitrary  limits  have  not  shown 
themselves  able  to  stand  in  the  way  of  a  growing  conception 
of  governmental  service. 

I!  0,1,7,7,1  hy^COO^^lC 


Taxatios  and  Retreschment  107 

5.  The  only  effective  method  of  securing  a  restriction  of 
tax  levies  without  hampering  municipal  services,  encourag- 
ing unsound  bonding  and  promoting  periodic  expansion  and 
extravagance  lies  along  the  line  of  centering  full  responai- 
bility  upon  a  single  elected  official  through: 

(a)  The  establishment  of  a  comprehensive  and  bind- 
ing budget  system  which  will  bring  to  the  attention  of 
all  the  costs  of  the  services  which  are  demanded  of  the 
government  and  the  working  program  of  the  responsible 
executive. 

(b)  The  enactment  of  a  complete  bondingact  which 
will  prevent  iinsound  bonding  by  the  municipalities. 

(c)  The  wide  distribution  among  the  electorate  of 
the  direct  tax  burden. 

In  view  of  these  conclusions  your  Committee  recommends  four 
propoeitione,  three  of  which  have  been  discussed  severally  in 
Chapters  III,  IV  and  V  of  this  report: 

1.  The  adoption  of  a  policy  by  the  Legislature  which  will 
encourage  municipalities  to  craitralize  executive  authority  in 
a  single  elective  official  (see  Chapter  III). 

2.  The  preparation  and  enactment  of  a  municipal  budget 
law  (see  Chapter  IV). 

3.  The  preparation  and  enactment  of  a  municipal  bonding 
'aw  (see  Chapter  V). 

4.  The  repeal  of  all  tax  limitations  as  soon  as  the  three 
recommendations  above  have  been  carried  into  effect,  and  the 
discouragement  of  tax  limitations  in  such  new  charters  or 
charter  amendments  as  may  be  laid  before  the  L^slature 
in  the  meantime, 

Ir  is  the  judgment  of  your  Committee  that  the  adoption  of 
th*>9e  recommendations  will  result  in  sounder  municipal  finance. 
As  long  as  the  State  Legislature  adheres  to  the  policy  of  approv- 
ing tax  limitations,  it  is  responsible  for  the  vicious  bonding 
policies  of  many  of  our  cities.  If  tax  limitations  are  removed, 
i-M  the  entire  responsibility  for  local  tax  levies  placed  upon  the 
-!.i;;lders  of  a  local  administration  which  is  required  to  manage 
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Uie  finances  of  the  city  in  accordance  wiUi  sound  budget  and  bond- 
ing lavs,  we  believe  the  problem  of  limiting  tax  levies  will  take 
care  of  Itself.  The  people  of  each  city  will  then  be  in  a  position 
to  settle  among  themselvea  the  extent  to  which  they  are  willing 
to  be  taxed  for  governmental  services.  The  determination  of 
tax  limits  will  thus  be  under  the  control  of  those  who  must  in  the 
last  analysis  decide  for  themselves. 
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la  Bsccnt  years  there  has  been  a  great  outcry  from  the  cities 
igainat  "  Mandatory  expenus."  City  admiiuBtratioiis,  imdei  the 
pnsRire  of  deoaaaudB  for  economy,  have  foond  themselveg  power- 
less to  decrease  a^aige  part  of  the  manieipal  financial  obligations 
beewse  of  specific  provieions  of  law  wUeh  made  these  expenses 
maodatoiy.  Theee  mandatory  esp^iditures  have  been  of  two 
tiodfi,  those  imposed  by  the  State  outright,  and  those  imposed  on 
the  city  by  its  own  voluntary  acts  under  certain  provisions  of  law. 
^fbere  the  State  requires  the  appointment  of  three  nurses  at 
(1,300  a  year  each,  this  is  mandatory  legislation  of  the  first  type. 
Where  the  munieipality  issues  bonds  of  its  own  free  will,  but  in 
■ftordance  with  State  law  which  requires  the  redemption  of  those 
l»rfs,  the  payments  later  made  hy  the  city  are  mandatory,  but 
ag  the  ohiigatifm  was  entered  into  hy  the  city  itself,  bond  laws 
Kurt  be  considered  mandatory  legislation  of  the  second  type. 
The  teatiiaony  ti^es  by  your  Committee  would  indicate  con- 
oderaUe  efinfmion  in  the  minds  of  the  city  officials  as  to  the 
distinction  between  these  two  types  of  mandatory  expenses.  In 
nuny  cases  th«  lesponBibility  is  that  of  the  municipality  alone, 
vhile  in  others,  the  Legi^atare  shares  the  responsibility.  It 
must  not  be  foEgotten  that  almost  all  of  the  special  mandatory 
expenses  for  which  the  Legidature  is  responsible  is  the  result 
of  legislation  put  forward  and  approved  by  the  local  govenmteatal 
authorities.  The  only  field  in  which  this  is  not  true,  is  in 
g^eral  le^lation,  such  as  for  education,  health,  and  elections, 
in  which  a  statewide  policy  is  neeessaiy,  and  in  the  passage  of 
which  the  municipalities  have  an  opportunity  to  be  heard. 

Proportion  of  Mandatory  Expenses 

The  proportion  of  city  budgets  that  may  be  termed  as  "  manda- 
tory" varies  from  ci^  to  city.     In  all  cases  it  is  exceedingly 
[tOflJ 
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diiBcult  to  delimit  the  amountB  that  may  be  properly  considered 
"mandatory,"  and  even  then  it  is  almost  impossible  to  say  for 
how  much  the  Legislature  is  responeible  and  for  how  much 
previous  municipal  administrations  are  to  blame.  In  the  city 
of  Rochester  the  following  tabulation  of  "mandatory  expendi- 
tures "  was  prepared  for  the  Committee: 

Salaries  fixed  by  charter $51,250 

Minimum    appropriation   of   $25    per   pupil   for 

spools  required  by  charts  1,1S3,700 

Minimum    appropriation   of   three-one-hundredthB 

per  cent  of  the  assessed  valuation  for  libraries,  85,653 

Election   expenses    4S,500 

Total $1,309,103 


There  are  also  a  number  of  minor  mandatory  expenses  for 
which  no  specific  amounts  could  be  given.  As  the  total  budget 
was  $8,758,899.45,  it  will  be  seen  that  the  "mandatory  expendi- 
tures" amounted  to  14.9  per  cent.  Inasmuehas  the  required 
appropriation  for  education  is  exceeded  by  many  thousands  of 
•dollars,  the  mandatory  feature  of  the  charter  is  of  little 
jignificauce. 

In  Oswego,  the  list  of  "  mandatory  expenditures  "  included  the 
following  services  and  objects:  Salaries,  judgments  and  claims. 
Memorial  day  expenditures,  civic  welcome  of  soldiers  and  sailor.-:, 
maintenance  of  municipal  buildings,  postage,  supplies  and  travel- 
ing expenses  of  the  common  council,  rent  of  city  ofiices,  highway 
■construction,  maintenance  of  the  entire  department  of  edtieatioii. 
ihe  fire  and  police  department,  the  department  of  charity,  nnii 
certain  other  services.  With  this  liberal  interpretation  of  "  man- 
datory expenditures  "  a  total  amounting  to  over  80  per  cent  of  tlu 
«ntire  city  budget  results. 

In  still  other  cities  appropriations  for  sinking  funds,  bond 
ledemption  and  debt  interest  is  included  as  "mandatory." 
Clearly  this  is  a  requirement  imposed  upon  the  city  itself.  nu-I 

I!  0,1,7,7,1  hy^COO^^lC 


Taxation  ahd  Retresohment  111 

for  which  the  State  shares  no  responsibility.  The  importance 
of  this  item  in  some  cities  is  indicated  bj  the  following  tist  oi 
"mandatoiy  appropriations'^  for  New  York  city  expressed  in 
percentages  of  the  total  budget : 

Fw  Cent  of 
PurpdW  Total  Budget 

Debt  service   27.3 

Education 15. 6 

Smte  tax    3.0 

MUcellaneouB  (inc.  county)    12.0 

Total 57.9 


It  is  thus  clear  that  the  term  "  mandatory  expenditures  "  is 
given  a  great  variety  of  interpretations  in  the  different  cities  of 
the  State.  In  some  cases  it  is  extended  to  include  all  appropriar 
tions  made  for  services  mentioned  by  law,  or  occasioned  by  officials, 
over  whom  the  mayor  has  no  veto.  In  other  cities  it  is  construed 
solely  as  including  expenditures  which  are  definitely  fixed  by  law 
at  a  certain  figure  or  percentage.  It  is  thus  possible  for  some  cities 
to  present  a  startling  array  of  "mandatory  expenditures,"  which 
when  analyzed  amount  to  but  a  small  percentage  of  the  total 
budget. 

VUwa  of  Municipal  O^ctaJs 

Because  of  the  frequently  heard  complaint  that  the  State  Legis- 
lature has  been  largely  responsible  for  the  rapid  increase  of  city 
budgets  through  the  legislative  enactment  of  mandatory  legisla- 
tion your  Committee  has  made  especial  enquiry  intothis  matter. 
The  following  testimony  from  the  records  indicates  the  attitude  of 
the  city  ofBcials  as  expressed  before  the  committee. 

Mayor  Carlson  of  Jamestown  in  reply  to  a  question  with  regard 
to  the  effect  of  mandatory  legislation  upon  the  city  budget  said : 
"'  It  has  not  had  much  effect  upon  us  except  in  the  board  of  edu- 
cation budget,  but  our  city  budget  has  had  very  little  increased 
expenditure  on  account  of  state  mandatory  law."  In  Rochester, 
ve  are  told  that  mandatory  l^slation  was  not  responsible  for  any 
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uimeeeBBary  financial  burdesa.  In  Genera,  where  objection  wa» 
taiken  to  maiuiatorj  laws,  it  was  stated  that  such  laws  had  not 
effected  the  city  "  to  a  Tery  large  extent  financially." 

Mayor  Stone  of  Syracuse  erpresaed  the  feeling  M'hich  we  fonnd 
currrait  in  many  sections  in  stating:  "  Certain  salary  bills  that 
have  been  passed  have  affected  the  city  budget  materially.  Most 
of  the  education  bills,  being  mandatory,  affect  the  city  —  and  this 
is  said  not  in  any  form  of  criticism,  but  th^  do  affect  the  cost  of 
government.  This  is  also  true  of  the  health  bills  that  have  been 
paased." 

The  p^chological  effect  of  mandatory  salary  legislation  was 
criticised  by  Mayor  Burns  of  Troy.  He  said;  "  The  city 
employees  today  are  restless  from  one  end  of  the  state  to  the  other 
because  they  feel  they  can  go  down  to  Albany  and  get  the  state  to 
pass  bills  raising  salaries  and  creating  offices  putting  unnecessary, 
expense  upon  the  municipalities."  The  chief  complaint  of  Buffalo- 
against  mandatory  legislation  is  also  in  the  field  of  salaries.  In 
New  York  city  the  difficulty  is  primarily  a  salary  question,  particu- 
larly with  regard  to  court  attendants,  county  officials  and  the- 
schools. 

Mandatory  pension  contributions  were  complained  of  in  New 
York  city,  Binghamton,  Troy  and  Saratoga  Springs  on  the  ground 
that  the  entire  pension  system  at  present  is  unsound  and  unfair^ 
and  that  under  these  circumstances,  compulsory  contributions  l)y 
the  city  are  undesirable. 

The  compulsory  payment  of  fees  to  physicians  and  midwives 
for  the  reporting  of  births  and  contagious  diseases  was  mentioned 
as  unnecessary  "  mandatory  expenses  "  in  every  city  that  is  now 
making  such  paj-ments.  It  was  universally  considered,  as  stated 
in  Albany,  as  "  virtually  giving  the  doctor  25.  cents  for  pei-formiug- 
a  duty  that  the  law  requires  of  him." 

Election  ezpoiaes  as  now  fixed  in  great  detail  by  law  were  the 
subject  of  considerable  criticism,  as  has  already  been  stated  in  thi» 
report.  It  was  pointed  out  that  th^e  fall  within  the  class  of 
mandatory  legislation  for  which  the  state  is  responsible,  though 
in  certain  cities  surprisingly  hi^  salaries  are  paid  to  election  offi- 
cials for  which  the  locality  alone  is  accountable. 
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Your  committee  wss  nmefa  inteimted  to  find  l^at  in  swne  cities^ 
masdatoiy  mlary  rstee  fixed  b^  rtftte  law  w'  .'L  uot  only  imob- 
)««ti(niable,  bnt  irere  coDsidered  desiraUe.  iisyot  Babcock  of 
Norwich  exptained  to  the  Conimittce  that  where  the  majority  of 
i»nni«ipBl  mlariee  were  determined  by  the  state,  it  relieved  tie  city 
officialB  ot  the  pressare  for  salary  increases  and  also  absolved  them 
heftjre  tlie  taxpayers  for  inciease  when  snch  prored  necessary. 

Wlui  tka  Ciliea  Fear 

tlKnig^  there  are  a  nnmber  of  specific  mandajory  expenditures 
omiplained  of  by  the  cities,  the  testimony  presented  would  indi- 
cate that  what  the  dtiee  fear  is  not  bo  much  the  mandatory  pro- 
visions of  pteeent  laws  as  tie  proposed  laws  which  have  been  pre- 
sented to  the  t^riature  and  defeated  threngh  the  efforts  of  the- 
cities.  The  following  paragra|A  fmn  the  address  of  Mayor  Wal- 
ter R.  Stone,  of  Syracuse,  at  the  1919  annnal  meeting  of  the  State- 
Conference  of  Mayors,  illustrates  this  feeling  on  the  part  of  the 
cities : 

"  In  order  to  appreciate  how  vitally  these  mandatory  pri>- 
posals  affect  a  city,  let  ns  suppose  that  all  of  the  bills  to  solve 
Aese  proUema,  which  the  L^slature  at  its  last  session  was 
aded  to  consider,  had  been  enacted  into  law.  The  proposal 
of  the  real  estate  interests  would  have  limited  the  tax  on 
leahy  to  70  per  cent  <rf  the  tax  levy  in  cities  of  the  first 
daas,  75  per  cent  in  rities  of  the  second  class  and  85  per  cent 
in  cities  of  the  third  class.  We  should  also  have  had  to  exempt 
from  taxation  dwelling  houses  owned  and  occupied  by  dis- 
dbarged  membera  of  the  military  and  naval  forces,  and  alt 
elates  of  theological  institntioDS.  It  would  have  been  neces- 
nry  for  most  cities  to  increase  the  pay  of  policemen  ant} 
sAool  teachers,  to  ettablish  a  three  platoon  system  in  our  fire- 
department,  to  empky  one  teacher  for  every  25  pupils  in 
anr  pnldic  schods,  to  pmvide  playground,  athletic  grounds^ 
gynmasiniB  and  swimming  pools  for  all  school  children,  to 
grant  pennoBB  to  exempt  fintsnen,  to  provide  one  comfort  sta- 
tion fm-  every  ^&^000  inhabitants,  to  use  voting  muchiues- 
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exclusively,  to  pension  veterans  in  the  city  employ  and  if 
employed  for -twenty  years  retire  them  on  $1,000  a  year,  to 
pay  for  the  medical  treatment  of  injured  vohinteer  or  auxili- 
arv  firemen  and  reimburse  them  for  loss  of  earnings,  to  pro- 
vide free  text  books  and  supplies  for  all  school  children  and 
to  print  all  standard  answers  to  questions  on  civil  service 
examinations.  These  mandatory  bills,  if  enacted  into  law, 
would  have  increased  the  total  annual  tax  levy  of  the  cities 
at  least  $25,000,000.  If  this  program  of  tax  limitation  and 
exemptions  and  mandatory  le^slation  had  been  adopted  by 
the  Legislature,  it  would  have  been  almost  impossible  for  any 
municipal  corporation  to  have  existed  after  this  year.  It 
was  indeed  fortunate  for  the  cities  that  the  Legislature  lis- 
tened to  reason  and  elected  to  follow  the  advice  of  those 
charged  with  Hie  administration  of  city  affairs  aa  expressed 
through  the  Conference." 

Conclusiim  of  the  Committee 

As  a  result  of  the  evidence  presented,  your  Committee  believes 
that  there  is  need  for  greater  discrimination  in  the  classification 
of  the  so-called  "  mandatory  expenditures."  By  far  the  greater 
part  of  those  generally  so  classified  have  been  fastened  upon  the 
cities  by  their  own  action.  In  many  other  cases  the  mandatory  laws 
have  been  passed  by  the  state  legislature  on  the  insistence  of  the 
localities.  In  either  case  there  is  no  justification  of  the  statement 
that  the  legislature  is  chiefiy  responsible  for  the  resultant  increase 
in  municipal  expenditures. 

There  are,  nevertheless,  "  mandatory  expenditures "  for  which 
the  state  legislature  is  responsible.  The  testimony  presented 
would  indicate  that  the  present  election  law  is  needlessly  expen- 
sive. Your  Committee  recommends  the  appointment  of  a  special 
committee  to  investigate  this  subject  and  to  report  the  changes 
that  may  be  found  desirable.  The  compulsory  payment  of  fees  to 
physicians  and  midwives  appears  to  be  unnecessarj-.  Your  Com- 
mittee, therefore,  recommends  the  repeal  of  this  provision  of  the 
law.     The  attempt  to  fix  municipal  salaries  through  state  l^isla- 
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tion  appears  to  have  resulted,  on  the  whole,  in  an  unaatisfaotor; 
situation.  Your  Committee,  therefore,  recommends  that  the  Legis- 
lature adopt  the  policy  for  the  future  of  refusing  to  fix  by  charter 
or  special  act  the  salaries  of  municipal  officials  and  emplf^ees 
with  the  esieption  of  elected  officials. 
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CHAPTER  X 

Assessment  of  Property  for  Taxation 
Eighty-three  per  cent  of  the  costs  of  municipal  government  ia 
1918  were  borne  by  property.  Even  with  the  income  tax  in  1920, 
80  per  cent  will  fall  on  property.  Thia  tremendous  burden  wa» 
distributed  among  the  taxpayers  of  the  State  in  accordance  with 
the  aasessed  value  of  their  property  holdings.  The  honesty  and 
fairness  of  this  assessment  is  thus  a  matter  of  prime  importance. 
When  taxes  wore  light,  inequalities  of  assessments  were  unnoticed, 
iRow  that  taxes  are  burdensome,  an  even-banded  and  scientific 
assessment  is  indispensable. 

Because  of  the  importance  of  the  problem  of  assessment  in  any 
study  of  taxation  and  retrenchment,  the  Special  Joint  Committee 
on  Taxation  and  Retrenchment  has  devoted  a  considerable  portion 
of  its  time  to  a  study  of  the  present  assessment  situation,  to  the 
methods  used  and  the  results  achieved  in  the  various  cities  of  the 
State.  The  findings  of  the  Committee  and  the  recommendations 
of  the  Committee  are  presented  in  the  following  pages  of  this 
chapter. 

I.  Findings  op  the  Committee 


The  Selection  of  ^ 

The  assessors  in  the  cities  of  the  State  are  selected  either  by 
election  or  by  appointment.  In  the  case  of  appointment,  the  fol- 
lowing methods  are  found :  by  the  common  council,  by  the  commis- 
sion,  by  the  mayor  and  council,  by  the  mayor,  by  the  city  manager, 
and  ex-officio. 

Thirteen  cities  of  the  State  have  a  single  chief  assessor,  while 
tbe  remaining  fortj'-six  have  a  board  of  assessors  of  two,  three  or 
four  members.  A  few  of  the  boards  are  selected  by  a  mixed 
system,  with  one  assessor  appointed  and  two  elected,  or  two 
appointed  and  one  elected.  The  second-class  cities  each  have  a 
board  of  assessors  of  four  elected  members,  two  elected  every  two 
years.  The  following  table  presents  the  situation  by  groups,  while 
[118] 
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the  £gareB  in  parentheaes  isdieate  the  xuunber  of  sssesficu'B  in  eadt 
ci^.* 

Ai^inted  l^  tiie  eonunon  council : 

White  Plfiins  (1),  Port  Jerris  (1),  Cmandaigua  (1), 
£imini   (3),  Batavia  (8),  Niagara  FaDs   (1),  Bof- 
falo  (1). 
Appointed  by  -mnym  and  confirmed  by  common  council : 
Plattsbnr^  (3),  North  Tonawanda   (1),  Homell    (2), 
Ithaca  (one  asaeseor  and  two  a&sociRte  assessors). 
One  appointed  by  mayor  and  two  elected ; 

Oneida,  Cohoes,  G-loversville  and  Jamestown. 
Two  appointed  by  mayor  and  one  elected: 

Cortland  and  Salamanca. 
Appointed  by  the  mayor: 

Geneva  (3),  Middletown  (1),  Fulton  (3),  Glens  Falls  (3), 
Lockport  (2),  Kingston  (1),  New  York  City  (3),  Rome 
(3),  Poughkeepsie  (1),  Oswego  (3). 
Others: 

Saratoga  Springs,  Beacon  and  MechanicTille  elect  a  com- 
missioner of  accounts  who  is  the  city  clerk  and  assessor. 
Sherrill,  council  appoints  three  of  its  members. 
Newburgh,  city  manager  appoints  one. 
All  elected: 

All  other  cities  in  the  State,  twenty-seven  in  number. 

Results  of  the  System  of  ElecHnff  Assessors 

The  mayors  of  the  cities  have  expressed  to  your  Committee 
a  very  keen  dissatisfaction  with  the  system  of  electing  assessors. 
Mayor  Zoller  of  little  Falls  stated:  "  That  system  should  be  abol- 
ished. *  *  *  As  it  works  out  here,  an  assessor,  coming  from 
a  certain  ward,  for  he  is  largely  elected  by  his  neighbors  thou^ 
it  is  a  city  election,  assesses  his  neighbors'  property.  It  works 
strong.  No  doubt  alxiut  that."  Corporation  Counsel  Lamphier 
of  Rensselaer,  in  explaining  the  present  unfair  distribution  of 
the  tax  burden,  said :  "  It  is  wboHy  the  fault  of  the  assessors  and 
the  sj-stem  of  electing  them.  A  man  lives  in  a  particular  district 
and  is  afraid  of  the  responsibility  of  increasing  the  valuation  of 


*  Report  No.  72  of  8tKt«  BitrcAU  of  Municipal  Information 
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that  diBtrict."  In  Lackawanna,  we  were  told  &at  "  the  aaaeaaoTm 
are  elected  for  two  years.  The  first  year  tlie  man  ia  getting  broken 
into  the  work,  and  tlie  next  he  ia  making  friends  "  preparatory 
to  the  approaching  election.  In  Hudson,  with  three  elected 
asseesors  at  $500,  we  were  informed:  "Barely  do  you  get  a 
competent  man  out  of  the  three;  if  one  is  competent  you  are 
lucky."  City  Treasurer  Pardee  of  Kingston,  referring  to  the 
recently  adopted  system  of  appointing  a  single  assessor,  stated : 
"  We  used  to  have  the  assessor  elected  and  before  they  changed 
the  last  man  they  had  was  a  liveryman  who  didn't  know  anything 
about  real  estate  values.  It  was  decidedly  wrong."  Mayor  Bums 
of  Troy  testified  that  the  system  of  election  resulted  in  the  selec- 
tiou  of  "  politicians  half  of  the  time  and  not  men  because  of  their 
merit."  Commissioner  of  Accounts  Hunt  of  Mechanicville  laid 
emphasis  on  the  lack  of  continuity  of  service  under  the  elective 
system.  lie  stated :  "  Before  we  had  this  system  we  had  all 
kinds  of  trouble,  a  different  set  of  assessors  would  be  selected 
.  each  yea]-.  They  were  continually  upsetting  the  work  the  old 
assessors  had  done,  making  changes,  and  we  had  complaints  all 
the  time.  Under  this  system  we  have  had  very  few  complaints," 
The  situation  in  Middletown  before  the  adoption  of  the  single 
appointive  assessor,  was  described  by  Mayor  Cox  aa  follows :  "  One 
assessor  was  a  saloonkeeper,  who  was  a  popular  fellow  who  didn't 
know  anything  about  real  estate,  and  they  were  all  too  old  to  do 
anything  else  but  be  elected  assessor,  and  the  methods  of  assess- 
ment were  as  bad  as  you  could  possibly  make  them." 

While  the  record  of  Committee  hearings  contains  much  more 
testimony  of  this  same  nature,  and  the  expression  of  many  opin- 
ions on  the  part  of  city  officials  in  favor  of  the  appointment  of 
assessors,  it  is  believed  that  these  excerpts  present  a  fair  picture 
pf  the  experience  of  the  cities  of  the  State,  Not  a  single  city 
which  now  has  an  appointive  assessor  expressed  dissatisfaction 
or  the  desire  to  return  to  the  elective  system.  In  fact  the  cities 
with  the  appointive  system  were  emphatic  in  their  claims  that 
petty  politics  had  been  eliminated  from  the  work  of  assessment 
by  the  adoption  of  the  appointive  system  and  the  methods  of 
publicity  and  review  that  accompany  it.  It  is  also  interesting 
to  note  that  of  the  eleven  cities  with  an  equalization  rate  above 
90  per  cent  for  1920.  only  one  relies  upon  elected  assessors, 
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The  Salaries  of  Assessors 

The  salaries  of  paid  assessors  in  this  State  indicaie  better  than 
jLv  Other  single  fact  the  need  for  a  complete  overhauling  of  the 
j-5eisment  machinery  of  the  cities.  The  salaries  of  assessors  range 
from  $100  a  jear  in  Plattsburgh  to  $3,500  a  year  in  Niagara  Falls 
and  to  $5,500  for  New  York  city.  In  a  considerable  niunber  of 
cities  the  salary  is  between  $200  and  $400.  In  other  cities,  as,  for 
pxamplo,  in  Dunkirk  and  Oswego,  one  assessor  is  paid  $1,200  and 
The  other  two  $400,  while  in  Glovereville  the  corresponding  rates 
sre  $1,000  and  $400.  In  the  second-class  cities  the  assessors  are 
paid  more  adequately  than  in  the  smaller  cities.  In  Albany,  for 
example,  the  salary  for  each  of  the  four  assessors  is  $2,750. 

The  effect  of  present  salary  rates  upon  the  length  of  time  which 
the  assessors  devote  to  their  work  is  patent.  In  Oneida,  the 
Committee  was  informed,  the  assessors,  who  receive  but  $250, 
devote  "  as  little  time  as  they  can  "  to  the  work.  The  Lackawanna 
afsessors,  who  are  supposed  to  give  "full  time"  in  return  for 
a  salary  of  $500  a  year,  are  reported  to  "  start  out  in  the  spring, 
take  their  field  maps,  go  out  and  assess  property,  get  a  report  of 
all  new  buildings,  and  get  through  as  quickly  as  possible,"  The 
experience  of  Rensselaer,  where  $400  is  paid,  has  been  that 
occasionally  an  uninterested  assessor  "just  takes  last  year's  books 
and  goes  over  them."  These  individual  cases  indicate  a  con- 
dition which  exists,  with  rare  exceptions,  in  all  the  cities  of  the 
State  where  assessors  are  underpaid.  If  the  payment  is  a  lump 
snm.  the  assessor  is  forced  to  rush  the  work  through  regardless 
(if  results  and  to  turn  to  other  work  to  support  himself  and  his 
dependents.  If  it  is  understood  to  be  a  part-time  service,  the 
same  situation  results.  Where  the  payment  is  on  a  per  diem 
basis,  as  in  Batavia,  the  allowance  of  $4  or  so  is  insufficient  to 
attract  good  assessors.  Without  adequate  pay  for  the  assessors, 
any  marked  improvement  of  present  methods  and  results  will  be 
diflScnlt  to  attain. 

Office  Methods  of  Assessors 

.\ssessment  of  property  under  modem  urban  conditions  is  a 

hifshlv  complicated  administrative  task.  Tour  Committee  hu;. 

therefore,   made   efforts  to    ascertain   the  methods   used   by    ilu 
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assessors  of  the  various  cities  in  arriving  at  the  values  o£  the 
property  which  they  are  responsible  for  assessing. 

As  a  means  of  securing  accurate  knowledge  of  the  dimensions 
■of  land  holdings,  "  tax  maps "  have  been  installed  in  a  minority 
■of  the  cities  of  the  State.  These  maps  show  every  individual 
parcel  of  land  in  the  city,  together  with  its  dimensions.  They 
form  the  only  method  of  guaranteeing  the  assessment  of  aU  land. 
In  first  preparing  these  maps  it  has  been  a  common  experience 
<o  discover  extensive  properties  which  have  never  been  placed 
wpon  the  rolls.  In  Niagara  Falls  it  is  reported  that  such  "  lost '' 
property  was  found  right  along  Main  street.  In  fact  it  has  been, 
stated  that  the  cost  of  the  installation  of  tax  maps  in  some  com- 
munities could  be  met  from  the  taxes  to  be  received  over  the 
period  of  a  few  years  on  newly  discovered  assessable  land. 

Assemblyman  McWhinney,  who  appeared  before  the  Committee 
with  the  officials  of  Nassau  county,  illustrated  from  experience 
<he  need  of  tax  maps.     He  stated ; 

"  In  the  Toivn  of  Hempstead  we  have  now  80,000  in  popu- 
latioa,  300,000  pieces  of  real  estate  to  aasCBs.  We  pay 
$1,800  a  year  for  three  assessors  to  assess  those  300,000 
pieces  of  })roperty,  with  no  data  at  hand,  and  no  assistance 
except  what  they  may  glean  by  driving  through  the  town 
in  an  automobile  about  three  or  four  monthfi  in  the  year  and 
in  the  winter.  Do  you  see  what  a  farce  it  is  ?  I  will  tell 
you  just  what  happens  from  personal  knowledge,  becauae 
when  I  drafted  my  tax  bill  I  put  a  clause  in  there  for  tax 
maps,  and  certain  people  said  I  could  not  pass  the  bill  with 
that  clause  in  there  and  I  made  an  investigation  to  see  why 
fhey  did  not  want  that  clause  and  this  is  the  reason:  There 
is  not  a  big  estate  in  Nassau  County  or  any  other  county 
similarly  situated  that  pays  taxes  on  the  amount  of  land 
they  have,  and  it  is  not  the  assessors'  fault.  You  can  realize 
what  it  is:  here  are  three  men  that  we  have  to  select,  to  give 
their  entire  time  for  $1,800  a  year,  and  that  is  high  salary 
for  assessors,  and  we  arc  asking  them  with  their  eye  to 
judge  what  the  amount  of  projjerty  is  that  a  man  has,  five 
hundred,  six  hundred  or  a  thousand  acres.  They  cannot 
realize  what  it  is.     They  cannot  realize  what  it  looks  like. 
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Thf!T  ^ance  over  it  and  say,  well^  tbat  fellfiw  lias  &£ty 
aaes,  and  thery  put  lum  down  far  Mtj.  Perlu^s  be  has- 
gut  one  tiHiusajid  acres.  The  more  he  has  got  tbe  less  they 
can  ace.  The  more  cwtl;  the  nuuksiiBi  on  that  pieoe  aS  ptup- 
eity,  the  less  tiiey  ean  see  it.  Th^  can  pla>ce  a  msD  with  a 
little  holding,  tkey  can  see-  what  be  has  got,  tb^  can  tell 
at  a  ^ance  what  ha  haa  got,  but  'whes  tbe^  see  a.  tliousand 
acres  and  a  hosae  that  cofit  $500,000,  do  joa.  mean  to  tell 
me  that  am  9>lrSO0  nuuo.  ean  see  thatl  Xbej  cannot  eon- 
ceive  of  a  private  residenoe  costing  $500,000.  These  is  one- 
cntt  rhem  that  eoet  four  million  dc^ua.  So  the  eon&equonee 
ia^  they  s«y,  that  man's  bouse  must  be  worth  $50^000,  so  they 
my  all  right,  put  it  down  $50,000^  when  the  man  realtor 
has  jb  bouse  worth  $500,000.  It  is  not  the  vril-to-ilo  men 
who  are  pa;i'uig  the  taxes,  it  is  the  pooi  men." 

While  this  statement  mentious  also  the  need  foi  adequately 
pud,  well-traioed,  full-time  assessors,  the  Committee  wishes  to 
fall  attention  bete  to  its  emphasis  o£  the  fundamental  need  of  tax. 
nup6  in  the  accurate  and  honest  afiaesament  of  land. 

The  ane^ora  and  Mayor  Jaiaes  D.  Smith,  teceutly  appointed 
State  tax  ocrauniasionffl-,  stated  that  tax  mape  were  indiapenaable 
in  Utica,  and  that  though  the  preparation  of  the  maps  had  cost 
?22,000  in  1898,  the  maps  bad  been  "  well  worth  the  amount 
it«t  it  eost  the  city."  The  city  manager  of  Niagara  Falls,  which 
U  credited  with  one  of  the  best  asBesnnent  ^3t»us  in  the  State, 
adTocated  a  mandatory  law  requiring  all  cities  to  install  comj^te- 
tax  mapB,  and  pcdnted  out  that  the  cost  of  such  maps  might  he- 
bdd  to  a  TwiwinmiTw  by  preparing  tb^n  in  the  ofGce  of  the  city  engi- 
neer. This  proceea  is  now  being  followed,  the  Committee  kamed, 
ia  Bii^umitoa  and  Goiera. 

Ckidy  anooiated  'nith  the  use  of  tax  maps  is  the  use  of  unit 
land  ntnes.  Stat  as  units  of  measurement  have  made  it  possible 
to  eonipare  land  area  with  aeenraey,  so  nnita  of  land  value  have- 
nuda  it  poasibls  to  ctmqiare  land  values  with  fairness.  This  ha» 
bwn  fnllj  recogmaed  in  New  Yoit  City,  Buffalo,  New  Boehelle^ 
^iagan  Falls,.  Fultim,  and  a  number  of  other  prt^easive  cities. 
It  is  a  strange  fast,  howevef,  that  even  some  of  tfae  citiee  with  t&x: 
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maps  Iiave  failed  to  gain  the  full  benefit  of  these  maps  bj  auper- 
impoBing  the  system  of  arriving  at  land  values  by  tlie  nnit  foot 
aystem,  with  its  rules  for  long  and  short  lota,  comer  values,  alley 
values  and  plottage.  In  some  cities,  of  which  Binghamton  ia  an 
example,  the  assessors  have  endeavored  to  use  the  unit  foot  system 
with  a  depth  rule  in  spite  of  the  lack  of  tax  maps.  The  fact 
remains  that  several  of  the  second  class  cities,  and  a  large  majority 
of  the  third  dass  cities  of  the  State  are  still  bo  primitive  in  their 
assessment  methods  that  they  have  not  introduced  the  unit  foot 
system  of  measuring  and  comparing  land  values. 

The  block  and  lot  method  of  describing  and  indexing  property 
has  been  found  to  be  immeasurably  superior  to  any  other  system  in 
New  York  City,  Buffalo,  New  Rochelle,  Niagara  Falls,  Pulton, 
and  in  a  number  of  other  cities  of  the  State.  City  officials  and 
assessors  have  been  emphatic  in  the  statement  that  the  introduc- 
tion of  the  block  and  lot  aystem  of  numbering  property  for  pur- 
poses of  assessment  has  not  only  made  the  work  more  accurate  and 
simple,  but  that  it  has  reduced  the  clerical  expenses  by  cutting 
down  the  time  element  in  preparing  field  books,  tax  rolls,  indexes, 
and  in  locating  and  classifying  the  records.  In  spite  of  this  fact, 
yoiir  Committee  finds  that  very  few  of  the  third  class  cities  of  the 
State  have  introduced  a  thorough  block  and  lot  system,  and  that 
many  of  those  which  have  such  a  aystem  are  not  using  it  to  the 
greatest  advantage. 

The  assessors  of  New  York  City,  Buffalo,  Rochester,  New 
Rochelle,  Niagara  Falls,  Fnlton,  and  Binghamton  have  made 
special  efforts  to  gather  and  keep  all  sorts  of  information  that 
beara  on  the  value  of  property.  The  sale  price  of  property,  as 
indicated  W  the  deed,  by  mortgages  and  stamps,  the  amount  of 
insurance  carried,  the  rents  received,  the  asking  and  holding 
prices,  and  all  other  such  information  on  property  values  is 
carefully  recorded.  A  complete  record  of  buildings  indicating 
types  of  structure,  finish  and  equipment  are  also  collected  and 
filed.  In  some  cities  this  information  is  noted  in  rather  extended 
field  books,  while  in  others  exceedingly  detailed  card  or  loose-leaf 
catalogues  or  loose-leaf  books  are  maintained  for  this  purpose.  In 
this  effort  to  gather  and  systematize  information  on  values  New 
Rochelle  and  Buffalo  have  been  the  pioneers  in  the  State.     Their 

I!  0,1,7,7,1  hy^COO^^lC 


Taxatios  akd  Reteeschment  123 

lead  haa  been  foUowed  by  Niagara  Falls,  Geneva,  Fulton,  and 
several  other  oitiea.  In  New  York  City  each  deputy  asseaaor  is 
expected  to  maintain  his  own  record  of  information  in  such  form 
as  suits  his  own  needs.  Outside  of  the  relatively  few  cities  that 
have  made  efforts  to  secure  and  maintain  detailed  information 
coQceming  land  and  building  facts  and  values,  the  assessors  of 
the  State  are  still  relying  on  their  ability  to  judge  the  values  of 
land  and  buildings  by  wrinkling  their  brows,  shutting  one  eye, 
and  hazarding  a  guess.  In  some  cases  the  Committee  found 
assessors  who  were  actually  collecting  some  of  the  necessary  infor- 
mation, as  in  the  transcript  of  deeds,  without  taking  the  occasion 
b:  note  the  consideration  as  shown  by  mortgages  and  stamps. 

As  an  aid  in  assessing  buildings  a  few  of  the  more  progressive 
a;>aes8ors  have  adopted  the  system  developed  in  New  York  City 
and  elsewhere  of  classifying  buildings  and  of  adopting  unit  values 
per  cubic  foot  of  structure,  or  per  square  foot  of  fioor  area.  These 
unit  values  are  based  upon  a  careful  study  of  actual  construction 
costs  of  the  same  class  of  buildings  in  making  the  actual  assess- 
Hient,  allowances  are  naturally  made  for  depreciation  either 
through  age  or  throu^  obsolescence.  By  the  application  of  this 
rvjtem,  which  contractors  and  architects  have  long  used  in  their 
computations,  the  assessors  have  been  able  to  introduce  practical 
experience  and  science  into  their  assessments,  and  thus  to  arrive 
ai  assessments  that  can  lay  claim  to  impartiality.  In  view  of  the 
fundamental  soundness  of  this  system,  your  Committee  has  been 
surprised  to  find  how  few  cities  have  taken  even  the  first  steps 
toward  developing  or  applying  factors  of  building  value. 

The  actual  official  methods  of  handling  and  classifying  records, 
of  preparing  forms  and  of  copying  assessment  rolls,  where  that 
13  required,  appear  to  be  unsatisfactory  in  all  except  a  very  few 
cities  of  the  State.  Many  cities  are  still  going  through  a  great 
deal  of  wasteful  labor  in  arranging  their  assessment  rolls  alpha- 
lietically,  a  system  that  has  been  discarded  and  is  recognized  as 
bad  practice  in  New  York  City,  Buffalo,  Niagara  Falls,  and  New 
Rochelle,  and  in  many  cities  outside  of  the  State.  Copies  of  the 
UBesament  rolls  are  made  in  many  of  the  cities  of  the  State  for 
one  purpose  or  another.  \Vhere  this  is  required,  it  appears  to  be 
inirariaUy  done  by  long  hand  at  great  expense,  where  typewritten 

I!  0,1,7,7,1  hy^COO^^lC 


124  Report  of  the  Special  Joist  Committee 

carbon  copies  would  answer  the  purpose,  or  wfaere  the  extra  copies 

night  be  elimijiated  by  adding  columns  to  the  original  tax  roll. 

Assessor   Albert    B.    Van  Voast   of    Schenectady   stated    to    tie 

Committee: 

"  The  board  of  assessors  make  a  tax  roll  and  as  soon  as 
we  get  through  with  it  it  is  taken  over  to  the  water  board  and 
there  it  is  copied  for  the  purpose  of  assessing  the  consumer's 
water  tax  and  what  is  called  a  fire  tax,  at  a  fixed  rate.  These 
books  are  all  copied  over  again  at  a  great  expense  to  the 
city." 

The  Committee  is  glad  to  report  that  such  expensive  and  unscien- 
tific systems  of  office  management  have  been  entirely  discarded  in 
the  more  progressive  cities,  and  that  in  many  others  reforms  are- 
now  underway  that  will  tend  to  decrease  the  amount  of  copying 
and  other  clerical  work.  The  assessors  of  the  State  with  a  few 
CEjeptions,  have  failed  to  adopt  in  their  offices  the  every-day  con- 
veniences of  a  private  business  enterprise. 

The  Review  of  Aaeeaamenis 

Throughout  the  State  it  has  always  been  customary  to  hold 
"  grievance  days  "  on  which  complaints  of  assessments  are  heard 
in  public  soon  after  the  completion  of  the  assessment  roll,  but 
before  its  certification.  This  is  required  in  the  city  charters  and 
also  by  the  State  Tax  Act.*  This  hearing  of  assessment  com- 
plaints is  generally  a  function  of  the  assessors  sitting  as  a  board, 
where  such  exists.  In  other  words,  the  assessors,  sitting  as  a  body, 
pass  upon  their  own  work  on  the  complaint  of  the  aggrieved  tax- 
payer. Mayor  Wallin  stated  to  the  Committee  that  it  had  been 
the  experience  of  Tonkers  that  this  right  of  complaint  amounted 
to  nothing  as  the  taxpayer  was  forced  to  appeal  for  a  revision 
to  the  same  group  of  men  who  had  made  the  original  assessment. 
He  pointed  out  further  that  the  only  appeal  from  this  ex  parte 
decision  was  to  the  courts  through  the  expensive  and  long-drawn- 
out  certiorari  suit  which  automatically  debarred  all  bnt  the 
corporations  and  the  very  well  to  do  taxpayers  from  secaring  a 
revision  of  their  assessments. 

•Art.  II,  Sec.  37. 
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In  tlioae  cities  which  have  introdueed  up-to-date  method*  of 
uiaessiueiit,  your  Committee  has  found  that  the  grievtuice  days  axe 
customarily  held  either  hy  the  chief  assessor,  or  hj  other  elective 
city  odicials.  la  either  ease,  complaints  aie  heard  by  some  on© 
uther  than  the  individual  responsible  for  the  original  asaeesment. 
If  it  is  the  chief  aaeessor,  he  in  reviewing  the  work  of  hia  suhordi- 
iMtes;  if  it  is  the  commission,  as  in  some  commission  and  com- 
missiou-manager  cities^  the  conuuiasionera  are  reviewing  the  work 
of  their  aj^intee.  In  Middletown,  which  has  a  single  asBessoi, 
a  board  of  appeal,  two  appointed  by  the  mayor  and  one  by  the 
ixioncil,  is  created  to  hear  the  complaints.  In  Fulton  and  Oswego, 
which  hare  one  permanent  chief  assessor,  and  two  temporary 
assistant  assessors,  the  practical  operation  is  much  the  same. 
Because  of  the  fear  expressed  in  a  number  of  cities  which  do  not 
now  provide  for  the  hearing  of  assessment  complaints  by  some 
body  otb^  than  the  assessors  themselves,  your  Conmiittee  has 
made  special  inquiry  into  the  operation  of  the  system  of  appeals. 
We  find  that  the  fears  of  the  cities  which  have  not  tried  the  sys- 
tem are  not  justified  by  the  results.  As  a  matter  of  experience, 
very  few  appeals  are  made,  the  majority  of  these  are  clearly  base- 
less, while  in  a  few  cities  discriminations  have  been  detected  and 
cenected,  and  on  the  whole  public  confidence  and  satisfaction  are 
immensely  increased.  In  Newbuigh  not  more  than  a  day  or  two 
aie  devoted  to  the  grievance  days,  and  in  Middletown,  which  has 
just  increased  its  assessments  from  a  50  per  cent  basis  to  a  100 
per  eent  basis,  there  were  some  200  to  300  appeals  only,  or  leas 
than  I  per  cent  of  the  number  assessed.  It  would  seem  also  that 
tlie  work  of  the  assessor  would  be  improved,  and  that  intentional 
"spite"  discriminations  would  be  impossible  where  the  aaeessor 
blew  that  his  work  was  open  to  public  review  by  a  board  or  com- 
mission. Your  Conunittee  also  finds  that  boards  of  review  have 
as  a  matter  of  self-protection  refused  to  arrogate  to  themselves 
the  assessing  function.  Th^  have  adopted  the  policy  in  all  casee 
oi  lefuaing  to  make  revisions  without  full  consultation  with  the 
asaessor  and  only  when  substantial  discrimination  is  shown.  In 
other  words,  thciy  act  like  an  informal  court,  in  which  any 
aggrieMd  taxpayer  may  appear  without  &e  expense  of  hiring 
couDsd  to  present  his  case  before  an  unbiased  tribunal. 
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Equalization  of  Assessmenia 

Because  of  the  difieient  standard  of  afisessment  in  the  various 
cities  and  tomis  of  the  State,  and  the  inequality  which  would 
result  if  assessed  values  as  made  hj  the  local  assessors  were  taken 
ss  the  basis  for  the  distribution  of  the  county,  State  and  school 
district  taxes,  provision  has  been  made  hj  law  for  the  equalization 
of  tax  burdens.  This  equalization  as  between  the  cities  and  towns 
of  a  coimty  is  entrusted  to  the  board  of  county  supervisors  by 
the  State  Tax  Act,*  though  provision  is  also  made  for  the 
delegation  of  this  work  by  the  supervisors  to  a  board  of  three 
commissioners  of  equalization  to  be  appointed  by  the  supervisors, 
one  from  the  cities  of  the  county,  on©  from  the  towns,  and  one 
from  outside  the  county,  but  from  within  the  same  judicial  dis- 
trict. In  Oneida  county  a  board  of  equalization  of  seven  mem- 
bers, and  in  Erie  county  a  board  of  two,  with  a  third  member 
added  in  case  of  disagreement,  have  been  establidied  by  special 
acts.f 

The  conferences  held  by  this  Committee  would  indicate  that 
the  present  methods  of  equalization  are  thoroughly  unsatisfactory. 
Every  system  now  in  use  has  been  criticized  and  ridiculed  by  the 
city  officials  and  by  the  county  officials,  with  the  exception  of  tHe 
new  bi-partisan  board  of  Erie  county,  which  was  not  created 
until  1919.  It  would  seem,  however,  that  the  least  satisfactory 
plan  is  that  of  leaving  the  equalization  to  the  supervisors.  The 
Oneida  county  plan  was  criticized  in  Utica  as  "  unsatisfactory  " 
and  this  failure  attributed  to  the  lack  of  a  staff  agency  for  collect- 
ing information  on  values  as  a  means  of  checking  up  the  assess- 
ments. It  was  felt  that  town  to  town  visits  could  not  give  an 
accurate  basis  for  fair  equiilization.  Oneida  city  officials 
informed  the  Committee  that  the  board  of  equalization  "  have  a 
rather  peculiar  way  of  equalizing.  It  is  hard  for  any  one  to 
determine  what  rule  they  adopt.  *  *  *  None  of  the  towns 
and  cities  of  the  county  believes  that  the  equalization  is  upon 
an  equitable  and  ecientifie  basis."  In  Oanandaigua,  the  state- 
ment was  made  with  regard  to  equalization  that  one  city  of  the 
county  "gets  the  long  end  of  the  stick,"  that  "  about  every  munici- 
pality is  kicking,"  and  that  "  if  the  juggling  in  the  equalization 
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can  be  elimioated  It  would  be  fin&"  The  representatives  of 
Norwich  explained  to  the  Committee  that  their  board  of  super- 
visors had  delegated  its  powers  of  equalization  to  a  board  of 
equalization,  as  permitted  by  law,  and  that  the  new  system  was 
iuperior.  City  Chamberlain  E,  E.  Davis  remarked :  "  There 
ffaa  too  much  political  ju^ling  in  the  board  of  supervisors  *  *  * 
it  was  all  based  according  to  your  influence  upon  the  board.  It 
now  goes  to  the  board  of  equalization,  and  imder  the  rating  which 
they  now  have  in  our  county  every  one  is  getting  an  equitable 
deal  It  has  put  more  on  Norwich,  but  it  has  been  equitable 
JQSt  the  same."  One  deputy  county  treasurer  said  to  the 
Committee ; 

"  You  will  find  in  our  county,  and  I  think  it  applies  to 
every  county  of  the  State,  that  one  town  will  assess  at  50 
per  cent,  another  at  60  per  cent  and  another  town  at  70  per 
cent,  and  when  they  eome  up  before  the  board  of  9uper\'iBora 
for  equalization,'  they  all  get  about  the  same  medicine  and 
after  that  happens  a  few  times  it  is  only  a  question  of  who 
can  assess  the  lowest  and  get  away  with  it." 

Mayor  Waldorf  of  New  Kochelle  explained  the  practical  opera- 
tion of  the  equalization  system  in  Westchester  county  as  follows : 
"  You  know  there  is  a  little  ring  in  those  boards  of  super- 
visors, two,  four  or  five  in  one  little  clique,  and  they  are 
going  to  get  low  taxes  for  their  village  and  they  build  all 
the  rest  around  theirs.  Theirs  comes  in  first,  and  they  will 
make  an  arbitrary  figure  of  seventy,  sisty,  forly  or  ninety 
and  the  others  have  to  build  around  that  *  *  *  iNot 
one  man  in  a  hundred  understands  the  equalization  roll  of  the 
board  of  supervisors." 

Jliiyor  Waldorf  explained  that  New  Rochelle  makes  a  practice 
of  appealing  from  the  equalization  as  the  only  method  of  getting 
a  fair  deal,  and  that  the  supervisors  now  owe  the  city  some 
!3o,000  as  the  result  of  a  recent  decision. 

While  your  Committee  approached  this  matter  of  equalization 
"nth  no  preconceived  notions,  we  have  come  to  feel  that  the  entire 
systan  of  county  equalization  at  the  present  time  is  intolerable. 
It  would  seem  that  the  only  remedy  can  He  in  radical  and 
thorou^igoing  reforms. 
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The  Assestment  of  Railroad  Propeiig 

Under  tiie  laws  of  the  State  of  New  YoA,  the  local  i 
are  reaponaible  for  the  asBessment  of  the  pn^jerty  of  the  xailroads 
«xcept  for  special  fnmchiBes  which  are  aaseaacd  by  the  Btate. 
The  practical  xeBults  have  been  nusirtisfactory.  The  local 
assessor  is  not  in  a  position  to  know  the  value  of  the  entire  rail- 
road system  and  to  assign  to  his  tax  district  the  proportionate 
values  involved.  Nor  is  he  able  to  arrive  at  the  value  of  trestles^ 
l>ridgee  and  tunnels.  In  one  case  a  local  assessor  is  reported  as 
Jieglecting  to  assess  a  tunnel  entirely  because  as  he  said :  "  T 
never  could  see  how  a  hole  in  the  ground  was  worth  anything." 

The  results  of  the  present  system  are  indicated  by  the  chart 
here  presented.  While  the  information  which  forms  the  basis 
of  this  chart  was  collected  by  the  State  Tax  Commission  in  Wie, 
few  radical  changes  have  been  made  since  that  time.  The  rela- 
tive assessments  may  bo  accepted  as  substantially  undianged. 
There  seems  to  be  but  one  conclusion  to  which  a  study  of  this 
«hart  would  lead:  local  assessors  cannot  be  expected  to  assess 
(he  rights  of  way  and  main  stem  of  the  railroads. 

An  examiniction  of  the  methods  of  aBBeesing  railroad  property 
in  other  states  shows  that  the  same  difficultiee  have  been  cneount- 
'ered  in  every  6ta:te.  Piece  meal  assossments  by  local  assessors 
are  an  absolute  failnrs:  In  a  majority  of  lika  states,  ttad  in  all 
of  tihe  more  progressive  states,  the  s^nn  still  usad  in  iim  State 
has  been  abandoned.  In  those  states  in  which  a  tax  nn  the 
real  property  is  in  force,  the  most,  Batisfactory  system  seons  to  be 
*hat  in  which  the  MseseniCTrt  is  left  to  the  State  Tax  Department. 

II.  Recommendations  of  the  Committee 

The  Committee  has  arrived  at  certain  very  definite  conclusions 
as  a  result  of  the  mass  of  evidence  collected.  The  testimony 
already  presented  in  this  chapter  indicates  the  unanimity  of 
epinion  throughout  the  cities  of  the  Stat«  wit^  regard  ta  the 
outstanding  asseaement  problems.  It  is  clear  that  the  time 
honored  system  of  riding  or  valking  about  town  in  the  sfiring 
of  the  year  and  lilting  the  value  of  real  and  personal  property 
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ajter  this  "  view  "  of  the  fn-opertj  is  no  longer  applicable  in  the 
eitia  of  this  Stata  The  work  of  aueBanieiit  in  our  cities  is  a 
com[dez  adnunistrative  problem,  one  that  demands  the  applica- 
tion of  scientific  and  basineeslike  methods. 

The  Organizaiicn  of  the  Assessor's  Office 

The  first  step  in  the  modernization  of  the  assessment  laethoda 
of  oar  cities  is  the  reorganization  of  the  office  of  the  assessors. 
As  we  have  already  seen,  the  cities  of  this  State  have  assessment 
offices  oi^anized  with  a  single  chief  assessor  or  with  a  board  of 
assessors  of  from  two  to  four  members.  On  the  basis  of  the 
results,  it  can  be  stated  that  the  single-headed  esaeaament  office 
is  preferaUe  to  direction  by  a  board.  The  concentration  of 
anthcffitj  and  responsibility  in  the  hands  of  a  single  assessor 
diminates  sectional  log-rolling  in  assessments,  lessens  the  oppor- 
ttmity  for  *'  deals  "  and  favoritism,  and  makes  it  impossible  for 
one  asaeasor  to  escape  responsibility  by  hiding  behind  a  board. 

The  work  of  assessment  in  a  modern  city  is  not  a  spasmodic 
spring-time  job.  It  is  a  continuous  process.  The  assessment  roll 
is  thus  merely  a  transcript  at  a  given  time  of  an  appraisal  which 
is  in  a  state  of  continnal  change  Buildings  are  being  added 
and  subtracted,  land  values  are  being  increased  or  decreased, 
whole  sections  are  being  enhanced  or  depreciated  tbrou^oot  the 
course  of  the  year.  The  collection  of  information  on  ownership 
and  on  sale  prices,  asking  prices,  mortgages,  rents,  insurance 
and  other  clues  to  value  must,  from  its  very  nature,  be  contin< 
aons.  These  facts  cannot  be  neglected  for  nine  months  of  the 
year  and  then  ascertained  in  three  months  of  field  work  and  roll 
copying.  In  the  cities  of  this  State,  the  work  of  assossment  must 
be  a  continuous  process. 

It  is  of  the  utmost  importanoe  that  the  commissioner  of 
assesamcnta  be  paid  a  salary  sufScicnt  to  attract  an  able  man  and 
to  command  bis  entire  time  and  interest.  Full-time  seivice  is 
indispensable  if  the  work  of  assessment  is  to  be  continuous.  Full- 
time and  fnlly-paid  s^rice  is  indispensable  as  a  means  of  freeing 
the  assessor  from  the  pressure  of  "personal  interests.''  Any 
HMHor  wW  if  not  ade^uateljr  compensated  will  be  forced  to 
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devote  part  of  his  time  and  a  great  deal  of  bia  interest  to  other 
methods  of  adding  to  his  iuccHne.  When  &uch  a  situation  exists 
it  is  exceedingly  difficult  for  the  aaaeesor  not  to  utilize  his  office 
as  a  business  asset  The  underaasessmrait  of  customers,  the  pen- 
alizing of  competitors  and  the  payment  of  personal  debts  through 
tax  exemption  have  not  been  unknown.  There  seems  to  be  no 
method  of  eecaping  this  situation  without  cutting  the  Assessor 
loose  from  the  temptation  l^  paying  him  a  salary  sufficient  to 
command  his  entire  time,  ^itbusiasm  and  loyalty. 

While  this  will  require  a  very  marked  increase  in  the  salary 
rates  now  paid,  it  is  believed  that  the  adoption  of  this  policy  will 
result  in  a  true  economy.  Efficient  assessment  will  easily  pay 
for  itself  in  the  added  revenues  it  will  secure  from  those  who 
are  now  dodging  their  fair  share  of  the  tax  burden.  This  has 
been  the  actual  experience  of  cities  like  Buffalo,  \iagara  Falls, 
New  Kocbelle,  and  New  York  City.  It  is  to  be  remembered  also 
that  the  single  chief  assessor,  or  commissioner  of  asseBsments, 
will  take  the  [daee  of  the  present  board  of  assessors  thereby  re- 
ducing the  present  overhead  charges. 

Subordinate  to  the  chief  asseesor  there  will  be  such  deputy 
assessors,  draftsmen  and  clerks  as  aro  necessary.  In  all  of  the 
larger  cities,  the  office  will  have  to  be  departmentalized  along 
functional  Hues.  The  number  of  deputies,  clerks  and  depart- 
ments will  vary  from  city  to  city,  and  should  be  determined  to 
fit  local  needs  and  conditions.  The  principle  of  civil  service 
should  be  extended  to  the  entire  assessing  force  with  the  exception 
of  the  commissioner  of  assessments  in  the  larger  cities,  who 
should,  nevertheless,  serve  during  good  behavior. 

Selection  of  the  Chief  Assessor 

The  chief  assessor  should  be  appointed  by  the  executive  head  of 
the  city  government.  In  moat  cities  this  is  the  mayor ;  in  some  it 
is  a  commission;  and  in  others  it  is  the  city  manager.  This  com- 
mittee recommends  the  appointment  of  the  assessor  because  of  the 
experience  of  the  cities  of  this  state.  Appointed  assessors  have 
been  of  higher  caliber  (m  the  whole  than  elected  assessors.  Host 
(d  the  conipicnously  efficient  asMiwrt  are  appointira  and  not 
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elective  officials,  and  all  of  the  outstandiag  miefita  havo  been 
elective  and  not  appointive.  Under  present-  conditions  o*  party 
irreeponsibility,  and  in  view  of  the  qualities  needed  for  the  work 
of  asaeasment  under  modem  urban  conditions,  the  committee  haa 
mme  to  feel  that  at  least  in  the  cities  of  the  state  the  assessor 
sltoold  be  appointed  and  not  elected. 

Fear  has  been  expressed  hj  some  that  the, appointment  of  the 
assessor  or  the  assessors  by  the  mayor  will  result  in  the  introduc- 
ti<Mi  of  petty  politics  and  a  system  of  *'  rewards  and  punishment " 
into  the  work  of  assessment.  It  is  urged  that  the  mayor  will 
attempt  to  use  hie  influence  over  the  assessor  as  a  means  of  injur- 
ing his  political  enemies  and  paying  his  political  debts.  Because 
of  the  serious  nature  of  this  criticism,  the  committee  has  made 
ipecial  inquiry  into  conditions  in  those  cities  in  which  the  assessor 
is  af^inted.  We  have  found  that  none  of  these  fears  is  realized. 
Xot  oae  of  the  cities  which  now  have  appointed  assessors  thought 
that  there  was  any  danger  of  such  an  abuse.  This  theoretical 
rriticiam,  it  is  to  be  noted,  came  exclusively  from  cities  that  have 
never  tried  the  appointive  system.  The  cities  that  are  now  ffppoint- 
ing  their  assessors,  and  many  that  are  now  electing  them  stated 
emphatically  that  assessors  should  not  be  elected  but  appointed. 
Cities  that  have  tried  both  systems  within  the  past  few  years,  and 
ire  therefore  in  the  best  position  to  testify  on  the  matter,  were 
most  emphatic  in  their  opposition  to  the  election  of  assessors. 

In  the  first  section  of  this  chapter,  the  reasons  assigned  by  the 
city  officials  for  the  actual  elimination  of  petty  politics  from  assess- 
ment by  the  introduction  of  the  system  of  appointment  have  already 
been  indicated.  Where  the  assessor  is  placed  under  civil  service, 
tbat  operates  as  a  protection  against  "  influence."  The  system  of 
reriew  of  assessments  by  a  superior  board  of  city  officials,  dis- 
cnssed  below,  furnishes  an  opportunity  for  full  publicity  and 
exposure  of  any  patent  discriminations.  In  Hiddletown  and  New 
Rochelle  the  tentative  assessment  roll  arranged  by  streets  is  pub- 
lished and  distributed  and  thus  renders  secret  discriminations 
almost  impossible.  But  of  even  greater  influence  than  these  checks, 
in  the  judgment  of  the  mayors  that  have  come  before  us,  is  the 
daterteDt  offered  \>j  public  opinion.    No  xaajot  would  dare  to 
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tamper  with  tlie  vrork  ot  the  asseuor.  By  ao  doing  he  might  gain 
the  friendship  of  a  few,  but  he  would  lay  himaelf  opai  to  an  attack 
which  no  administration  could  withstand. 

Aaaesament  Methodt 

City  asaesBors  must  avail  themselves  of  the  standard  assessment 
methods  thus  far  developed  by  the  more  eoterprifling  cities  and  by 
the  leading  mortgage  loan  and  investment  companies.  In  addition 
to  the  noteworthy  and  successful  efforts  of  New  York  city, 
Buffalo,  Kew  Eochelle,  Niagara  Falls,  Middletown  and  Fulton, 
the  cities  of  Newark,  New  Jersey;  Baltimore,  Maryland;  Cleve- 
land, Ohio ;  Portland,  Or^on ;  Washington,  D.  C. ;  Wilmington, 
Delaware ;  Milwaukee,  Wisconsin,  and  Cambridge,  Massachnaetts, 
have  blazed  the  trail  that  leads  to  scientific  assessments.  Thou^ 
many  of  these  cities  have  been  working  independently,  the  systems 
they  have  developed  show  remarkable  similarities.  From  their 
work  there  is  now  emerging  what  may  be  called  "  the  science  of 


Your  Committee  is  under  no  delusions  as  to  what  can  be  accom- 
plished and  what  cannot  be  accomplished  by  the  introduction  of  a 
"  scientific  system  of  assessm^it."  Such  a  system  cannot  work 
itself;  it  is  not  fool  proof;  it  cannot  and  should  not  eliminate  the 
human  element ;  it  does  not  dispense  with  the  need  of  judgment. 
On  the  other  hand,  it  does  eliminate  all  unnecessary  guessing;  it 
does  furnish  the  assessor  with  all  the  relevant  facts  upon  which 
his  appraisal  must  rest;  it  does  encourage  equality  of  treatment; 
it  does  bring  the  work  of  assessment  out  into  the  open  where  the 
public  can  know  and  understand  what  is  going  on. 

While  your  committee  has  no  intention  of  preparing  a  mnnn.il 
for  local  assessors,  it  may  be  well  to  point  out  the  essentials  of  a 
good  system  of  assessments  based  on  the  experience  of  the  cities  of 
this  state.    These  are : 

1  — Assessment  at  100  per  cent  of  market  value. 

2  —  Tax  maps  showing  the  meets  and  bounds  of  all  prop- 
erty within  the  limits  of  the  taxing  district. 

S  —  The  block  and  lot  system  of  indexing  property  hold- 
ioffl  and  offiw  reoordi. 
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4  —  The  adoption  of  the  unit  foot  lyatem. 

5  —  The  adoption  of  an  ^proved  depth  rale,  corner 
inBoence  rule,  alley  influence  rule,  plottage  rule,  and  such 
other  minor  roles  as  are  necessary. 

6  —  The  preparation  and  adoption  of  a  standard  building 
clasaificatioo  with  unit  factors  of  building  value. 

7 —  The  persistent  collection  of  all  information  bearing 
on  property  values  and  its  preservation  in  readily  accessible 
and  permanent  form. 

8  —  The  installation  of  modern  office  necessities,  such  as 
wide-carriage  typewriters,  calculating  machines,  and  files. 

9  —  The  preparation  of  a  land  value  map  covering  the 
entire  ci^. 

10  —  The  publication  of  the  tentative  assessment  roll  where 
practicable. 

These  essentials  are  drawn  from  the  working  methods  of  the 
most  snccessful  assessors  of  the  state,  and  their  adoption  in  any 
community  should  bring  about  not  only  a  higher  aseeasment,  but 
It  the  same  time  a  fairer  assessment. 

The  Review  of  Assessments 

On  the  basis  of  the  testimony,  your  Committee  believes  that 
prorittion  should  b^  made  for  the  review  of  assessments.  The 
failure  of  present  methods  of  review  in  second  class  cities  especi- 
iliy,  would  indicate  that  the  hearing  of  com^plaints  should  not 
be  in  the  hands  of  the  same  man  or  men  who  make  the  original 
assessments.  It  would  seem  that  as  this  review  is  of  a  quasi- 
jodicial  nature,  it  should  be  entrusted  to  a  board  rather  than  to  a 
Etngle  man.  Except  in  the  largest  cities  of  the  State,  your  Oom- 
mittee  believes  that  this  board  of  review  should  be  composed  of 
three  to  five  city  officials  serving  ex  officio.  The  experience  of  our 
cities  indicates  that  this  is  entirely  practicable  and  that  the  board 
itself  will  not  be  compelled  to  hear  any  great  number  of  appeals. 

The  Equalizatum  of  County  Taxes 

The  facts  and  testimony  presented  before  this  Committee  indi- 
cate that  present  methods  of  equalization  by  the  boards  of  super- 
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visors,  by  the  equalization  boards  appointed  by  the  supervisors, 
and  by  special  boards  of  equalization  bave  all  failed  to  produce 
satisfactory  or  equitable  reBults.  Your  Committee  has  como  to  the 
conclusion  that  little  can  be  done  to  remedy  this  situation  under 
the  present  system  of  county  government  which  leads  to  the  set- 
tlement of  all  matters  on  the  basis  of  local  constituencies  and  the 
familiar  tactics  of  log-rolling.  We  believe  also  that  scientific 
equalisation  will  require  the  employment  of  a  trained  technical 
stafF  to  collect  and  classify  the  facts  upon  which  the  eqnaliEatioo 
must  rest.  Inasmuch  as  the  State  Tax  Department  is  now 
required  to  gather  just  such  information  as  the  basis  of  its  equal- 
ization of  special  franchises,  your  Committee  is  of  the  opinion 
that  the  entire  question  of  equalization  should  be  turned  over  to 
the  same  body.  This  would  eliminate  local  jealousies,  duplicating 
machinery  and  orgauization,  and  inefficient  methods.  It  would 
make  possible  the  introduction  of  fair  equalizations  at  a  minimum 
of  expense. 

Recommended  BiUa 

In  the  appendix  of  this  report,  your  Committee  presents  the 
text  of  an  act  with  regard  to  the  assessors  in  cities  of  the  second 
and  third  class  and  of  a  concurrent  resolution  with  regard  to 
the  assessment  of  property  and  the  equalization  of  taxes  wiioh 
servB  to  lay  the  foundations  for  the  more  general  recommenda- 
tions contained  in  the  foregoing  pages. 
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Betrenchmant  in  Oonn^  QoTConment 
CowUy  Govemmeni  m  ihe  State  of  New  York 

The  conferences  with  county  officials  diecloBed  Uie  great  variety 
of  county  conditions  in  thie  ^tate.  County  government  is  one 
thing  in  urban  counties  like  Westchester,  Nassau  and  Erie ;  ijuite 
I  different  thing  in  purely  rural  counties  like  Clinton  and 
Schoharie ;  and  still  another  thing  in  the  counties  of  mixed  urban 
and  rural  character  like  Albany,  Monroe  and  Oneida.  The  old 
s>'5tem  of  county  government  has  broken  down  entirely  in  the 
purely  urban  counties,  and  leading  citizens  and  civic  bodies  in 
those  counties  are  already  actively  urging  corrective  legislation, 
la  the  purely  rural  counties  the  present  county  government  is 
functioning  satisfactorily,  and  consequently  there  is  very  little 
sentiment  for  a  change.  The  mixed  counties,  however,  are  in  a  . 
lUMt  unhappy  state.  In  them  the  old  county  system  is  slowly 
cracking  under  the  tremendous  and  rapidly  growing  administra- 
tis burdens  created  by  the  rapid  development  of  these  counties. 

The  Faults  of  the  Present  System 

The  principal  faults  in  the  present  system  of  county  govern- 
ment as  uncovered  by  the  bearings  conducted  by  your  Committee 
ue: 

1.  The  inaptitude  of  a  large  and  unwieldy  board  of  super? 
visors  meeting  at  infrequent  intervals  in  coping  with  the 
per{)lexing  financial  and  administrative  problems  of  a  large 
and  growing  county. 

2.  The  decentralized  administrative  organization  which 
covers  up  inefficiency  and  promotes  irresponsibility. 

3.  Primitive  business  methods,  as  for  instance,  inadequate 
accounting  procedure,  defective  budget  procedure,  and  uncon- 
trolled and  decentralized  purchasing  procedure. 

U37] 
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4.  An  unduly  long  and  complex  ballot  which  makes  it 
difficult  to  get  a  true  expression  of  public  opinion  at  the  polls 
in  the  more  populous  counties. 

5.  Mandatory  legislation  causing  unnecessary  expense. 

A  brief  word  may  be  said  about  each  of  the  foregoing. 

Your  Committee  ia  impressed  with  the  fact  that  in  many,  prob- 
ably a  majority,  of  cases  the  auperrisors  are  conscientious  and  able 
citizens,  representative  of  the  best  leadership  of  their  commu- 
nities. Nerertheless,  even  the  supervisors  recognize  that  the  board 
of  supervisors  as  an  organ  of  government  is  seriously  wanting.  Its 
composition,  organization  and  procedure  are  those  of  a  legislative 
body,  yet  it  ia  obliged  to  assume  many  administrative  functions. 
As  a  legislative  body  required  to  supervise  and  control  the  admin- 
istration and  equipped  with  proper  powers  and  agents  for  so  doing, 
it  might  succeed  admirably.  But  it  has  not  the  requisite  powers 
and  agents,  and  so  it  fails  in  the  supervision  and  control  of  admin- 
istration, just  as  it  fails  in  the  performance  of  administrative  tasks 
because  of  its  essentially  deliberative  character. 

Regarding  the  public  spirit  and  personal  abilities  of  other 
county  officers,  your  Committee  would  make  the  same  general 
comment  as  has  been  made  in  respect  to  the  supervisors.  It  will 
be  realized,  however,  that  an  admiuistrative  orgauization  com- 
posed of  a  number  of  mutually  independent  and  co-equal  officers 
cannot  operate  as  a  smoothly  functioning  and  co-ordinated  unit, 
no  matter  how  fine  the  purposes  and  great  the  abilities  of  the  indi- 
viduals composing  it  may  be.  It  is  for  this  reason  that  county 
government  is  gradually  breaking  under  the  increasing  weight 
and  complexity  of  administrative  work. 

In  none  of  the  counties  can  it  be  said  that  provision  is  made 
for  an  accounting  system  that  enforces  responsibility  and  spells 
information ;  a  budget  system  which  produces  comprehensive  and 
exact  financial  planning  and  centralizes  rcsponsibilify  for  the 
formulations  and  execution  of  financial  plans;  ami  a  avbtcm  of 
central  purchasing  which  makes  possible  not  only  strict  control  of 
all  public  purchases  but  also  the  tid(i]ig  advantage  of  every  favor- 
able vicissitude  of  the  market. 

Iklucli  testimony  was  adduced  in  the  hearings  tending  to  show 
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that  present  method  of  voting  for  a  large  aumber  of  county  offi- 
cials oo  a  long  ballot,  which  the  voter  must  carefully  scrutinize 
in  order  to  mark  his  choices  fails  to  produce  a  full  and  true  expres- 
sion of  public  opinion  at  the  polls.  Some  contended  that  the 
trouble  would  be  ended  by  a  restoration  of  the  party  circle  ballot, 
but  thia  was  vehemently  disputed  in  other  quarters. 

Your  Committee  discovered  that  there  are  two  or  three  classes 
('f  l^slatiou  which  impose  charges  upon  the  counties  of  the  State 
which  are  complained  of  as  unnecessary  and  unfair.  The  require- 
ment that  local  newspapers  print  the  annual  session  laws  of  the 
Legislature  has  been  condemned  universally.  The  almost  unani- 
mous consensus  of  opinion  was  that  the  money  spent  in  printing 
these  laws  is  wasted  and  that  it  amounts  in  fact  to  a  sort  of  "  legal- 
ized graft  "  for  the  newspapers.  It  was  also  brought  out  that  many 
t-f  the  expenses  required  in  connection  with  elections  are  unneces- 
sarj-  and  wasteful  —  particularly  the  cost  of  canvassing  the  sol- 
dier vote  and  the  cost  of  publishing  the  lists  of  candidates.  The 
direct  primary  system  was  also  criticised  because  of  the  extraordi- 
nary costliness  of  primary  elections  considering  the  small  vote 
cast.  Another  law  which  was  universally  condemned  was  the 
new  dc^  tax  law.  The  complaint  was  that  counties  are  not  getting 
tnough  under  the  law  to  pay  the  claims  preferred  against  them. 
Tour  Committee  believes  that  these  laws  should  be  modified  so  as 
to  place  no  unnecessary  burdens  upon  the  counties. 

Coroners  I 

The  present  system  of  coroners  in  this  State  has  been  criticised 
IS  inefficient  and  wasteful  in  the  hearings  held  by  this  Committee. 
Iq  one  case  it  was  stated  that :  "  The  abolition  of  the  coroners 
would  save  a  million  dollars  without  doubt."  In  Kew  York  City, 
where  the  five  coroners  were  abolished  and  their  duties  transferred 
to  a  single  medical  examiner,  Mayor  Hylan  testified : 

"  The  amount  appropriated  in  the  budget  for  the  coroners' 
oflices  for  1017,  the  last  year  they  were  in  ofiiee,  amounted 
to  $155,829.  The  amount  appropriated  for  the  office  of 
the  chief  medical  examiner  for  3920  is  $112,499.  This  is 
$43,330  less  than  the  appropriation  made  in  1917  for  the 
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coroners.     It  is  generally  understood  that  the  service  under 
the  medical  examiner  is  satisfactory." 

It  is  to  be  noted  that  the  statement  made  in  various  sections  of 
the  State  that  large  economies  can  be  made  by  reorganizing  the 
entire  coroner  service,  is  borne  out  by  the  actual  economies  made 
in  New  York  City  by  this  method. 

Conclu»wns  and  Jtecommendaiions  of  the  Commiitee 

On  the  basis  of  the  conferences  with  county  officials,  your  Com- 
mittee has  come  to  the  following  conclusions; 

1  —  The  governmental  needs  of  the  counties  of  this  state 
vary  so  greatly  as  between  semi-urban  sections  and  the  purely 
rural  sections  that  a  single  form  of  county  government  cannot 
be  applied  Buccessfully  to  all  the  counties  of  the  state.  A 
system  which  meets  the  needs  of  Westchester,  Nassau  and 
Erie  counties,  will  be  far  from  satisfactory  for  Clinton  and 
Schoharie  counties,  while  the  reverse  must  be  even  le&s  satis- 
factory. The  natural  variety  of  the  counties  demands  similar 
elasticity  in  their  governmental  organization. 

2  —  Under  the  present  provisions  of  the  state  constitution 
a  satisfactory  reorganization  of  county  govermnent  to  meet 
the  needs  of  the  urban  counties  is  impossible. 

Your  Committee,  therefore,  recommends  that  the  proposed 
amendment  to  the  constitution  authorizing  the  legislature  to  pro- 
vide a  reconstruction  of  county  government  where  that  is  neces- 
sary be  passed  at  this  session  of  the  legislature  and  submitted  to 
the  voters  at  the  coming  election  with  the  active  support  of  all 
members  of  the  legislature.  The  passage  of  this  amendment  can 
Hijure  no  section  of  the  state.  On  the  other  hand  it  will  make 
possible  the  establishment  of  more  efficient  government  in  such 
counties  as  Westchester  and  Nassau.  Your  Committee  believes 
that  this  amendment  will  remove  the  obstacles  to  a  grruter  reonouiy 
in  county  government 
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Serial  Annuity  Bond  Amobtization  Tables 

(Theae  tablei  are  designed  to  permit  tbe  oomputation  of  each  annual  redemption 

issUUmeot  ot  serial  isuea  in  neb  faoiuon  that  Ibe  total  anoual  payment*  for  both 

intcnst  and  ledemptioQ  shall  be  appnudmatidy  equal.*) 

5-Year  Serial 


Yeab 

4  per  cent 

11  per  cent 

H  percent 

4iperoent 
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•i 
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3 
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.1996 

.1905 

4 

.2086 

b 

.2ieo 

.2170 

.2180 

.2190 

.2200 

.08329 

.08233 

.08044 

.08062 

.08583 

.08504 

.08420 

.00009 

.08948 

.08887 

.08826 

.00369 

.09328 

.09287 

.09245 

.09744 

.09724 

.09704 

.09684 

.10134 

.10138 

.10141 

.10144 

.10539 

.10568 

.10598 

.10626 

.10960 

.11018 

,11074 

.11131 

.11399 

.11480 

.11573 

.11060 

.11855 

.11974 

.12094 

.12214 

.10147 
.10654 
.11187 
.11746 


.(M094 

.04902 

.048U 

,W722 

.05110 

.05028 

,04946 

.05402 

.05328 

-05254 

,05181 

.05618 

.05554 

.05491 

,05428 

.05842 

.05790 

.05738 

.05085 

.06076 

.06036 

.05996 

,05055 

.06319 

-06293 

.06266 

.06572 

.06660 

.06548 

,06535 

.06835 

.06839 

,08842 

,06845 

.07108 

.07129 

.07150 

,07170 

.07433 

.07472 

,07511 

.07688 

,07748 

.07803 

.07867 

.07996 

,08078 

,08159 

.08241 

.08316 

.08421 

,08527 

.08633 

.08648 

.08779 

.08910 

.09043 

.05915 
.06210 
.06521 

,00847 
,07189 


*  Taken  from  a  Survey  of  tbe  Govwnisent,  Finances  and  AdmiuistratioD  of  the 
City  of  Ne<n^,  New  Jersey,  prepared  for  the  Board  of  Trade  of  the  City  of  Newark, 
N.  J.  by  the  N«v  YoA  Bureau  of  Municipal  Beaearch. 
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£0-¥ear  Serial 


Yus 

4p«r(»nt 

llperoent 

41[»roei.t 

llpooeat 

5  per  cent 

1 

.03358 
.03493 
,03632 
.03778 
.03929 

.0W86 
.04249 
.04419 
.MfiW 
.04778 

.04971 
.05170 
.06377 
.05592 
.05815 

.060« 
.06290 
.06541 
.06803 
.07075 

.03272 
.03411 
.03556 
.03707 
.03865 

.04029 
.04200 
.01379 
.04565 
.04769 

.04961 
.05172 
.05391 
.05621 
.05860 

.06109 
.08368 
.06039 
.06021 
.07215 

.03188 
.03331 
.03481 
.03638 
.03801 

.03972 
.04151 
.04338 
.04533 
.01737 

.04980. 
.05173 
.    .05406 
.05649 
.05903 

.06160 
.06446 
.06737 
.07040 
.07367 

.03105 
03253 
.03407 
.03560 
.03738 

.03916 
.04102 
.04297 
.04501 
.04715 

.04930 
.05173 
.ffiMlO 
.05676 
.05046 

.00228 
.06524 
.06834 
.07159 
.07499 

03024 

2  . 

6 

O3S60 

9 

11 

.04926 

.06002 

.07H3 
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Serial  Annditty  Bond  Amobtizatioit  Tables 
SO-Ye(a-  Serial 


Y«A« 

4  percent 

4lp«reeiit 

4}i»o«it 

41  per  unit 

5  per  cent 

.01783 
.01854 
.01938 
.02006 
,0a086 

.02100 
.03256 
.023M 
.02440 
.02538 

.02639 
.02745 
.02855 
.02909 
.0308^ 

.03311 
.03339 
.03473 
.03612 
.03757 

:04063 
.0*228 
.04395 
.04670 

.04753 
.04943 
.05141 
.06347 
.06681 

.01710 
.01782 
.01858 
.01937 
.02020 

.02105 
.02195 
.02288 
.02386 
.02487 

.02502 
.02703 
.02818 
.02937 
.03082 

.03192 
.03328 
.03469 
.03617 
.03770 

.03931 
.04098 
.04272 
.04454 
.04643 

.04840 
.05046 
06260 
.05484 
.06717 

.01639 
.01713 
.01790 
.01870 
.01955 

.02043 
.02135 
.02231 
.02331 
.02436 

.02546 
.02680 
.02780 
.02905 
.03036 

.03172 
.03316 
.03464 
.03630 
.03783 

.03963 
.04131 
.04317 
.04611 
.04714 

.04926 
.05148 
.06380 
.05822 
.05875 

.01671 
.01646 
.01724 
.01806 
.01891 

.01981 
.02075 
.02174 
.02277 
.02385 

.02499 
.02617 
.02742 
.02872 
.03008 

.03161 
.03301 
,03468 
.03623 
.03794 

.03974 
.04163 
.M361 
.04668 
.04785 

.05012 
.06260 
.06499 
.05761 
.06034 

.02224 

02336 

02574 

.02089 

.03286 

.03804 

.04193 

.04864 

r           

06362 

30 

.06196 
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Sekiai,  Annuity  Bond  Auobtization  Tabi,E8 
iO-Year  Seritd 

4  per  cent  1}  per  eent  H  P*'  Mut  4}  per  « 


.010S2 
.OlOH 
.01138 
.01184 
.01231 

.01280 


.01558 
.01630 
.01685 
.01752 
.01823 

.01896 
.01971 
.03030 
.03133 
.02317 


.01034 
,01078 
.01124 
.01172 

.01231 
.01273 
.01337 
.01384 
.01443 


.00076 
.01020 
.01006 
.01114 

.01164 
.01317 
.01272 
.01339 


.01806 
.01890 
.01975 


.00021 
.00065 
.01011 


.01109 
.01163 
.01217 
.01375 
.01336 

.01309 
-01466 
.015% 
.01608 
.01685 

.0I76S 
.01848 
.01936 


.01006 

.01067 
.01109 
.01165 
.01233 
.01284 

.0134S 
.01416 
.01487 
.01561 
.01639 

.01721 

-01807 
.01897 


.02461 
.02571 
.02887 


.02442 
.02558 
.02879 


.02422 
.02M3 
.02670 


.03051 
.03181 
.03316 


.03080 
.03228 
.03379 


.02M3 
.03091 
.03245 

.03407 


.04153 
.04319 
.04492 
.04671 


.04257 
.04438 
.04627 


.04361 
.D4557 
.M762 
.0(976 


.04808 
.05131 
.05374 


.04566 
.01795 
.05034 
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Tax  Limits  of  I^ew  York  Statb  Cities  —  Compiled  by  Statb 
Bureau  of  Municipal  Infoematiok 
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Tax  Limits  ov  New  York  State  Cities  —  Compii-bd  bt  State 
EcBEAu  OF  Municipal  Infokmatiow  —  Continued 
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TasaTIOK   and   RETRBSCnME:iT 


IsTEBKST  Rates  or  Bank  Balances  —  Compiled  bt  State 
Bl'sbau  of  Municipal  Infobmation 
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150         Report  of  the  Special  Joint  Committe* 

Mflmorandiun  Submitted  to  Oity  Offlciala  by  Spocial  Joint  Ci»n- 
mittee  on  Taxation  and  Bstrenchment 

Outline  of  subjects  witb  whicb  the  Special  Joint  Committee 
on  Taxation  and  Eetr^ichment  of  the  Legislature  asks  the  repre- 
sentatives of  the  cities  to  familiarize  themselves  before  the  con- 
ference whiph  they  are  invited  to  attend ;  also  the  material  which 
the  Committee  would  like  the  officials  to  bring  to  the  conference. 

Bodffete 

Statement  of  items  in  last  budget  iixed  by  statute  and  therefore 
mandatory. 

Total  amount  of  items  in  last  budget  over  which  city  adminis- 
tration baa  absolutely  no  control,  such  as  salaries  of  positions  made 
mandatory  by  law,  salaries  fixed  by  law,  appropriations  fixed  by 
law,  appropriations  for  activities  made  mRndatory  by  law,  fixed 
obligations,  etc. 

What  percentage  of  total  budget  is  this  i 

Your  sources  of  revenue. 

E^wnditimB 

How  near  to  your  limited  tax  levy  (if  your  city  taxing  power 
is  limited)  was  your  tax  levy  of  last  year  ? 

Percentage  of  increase  or  decrease  in  your  city  tax  budget  each 
year  for  the  last  five  years.  Principal  causes  for  these  increases. 

Appropriations  and  KEpauUturei  for  EdoeaUon 

Do  yon  think  that  the  body  which  makes  up  and  adopts  the 
general  city  budget  should  have  the  same  control  over  appropria- 
tions for  education  that  it  has  over  appropriations  for  other  city 
departments  1 

Do  you  think  that  expenditures  for  education  should  be  limited 
to  a  certain  percentage  of  the  total  city  budget!  If  bo,  what 
percentage  ? 

What  percentage  of  the  total  city  tax  levy  (exclusive  of  state 
and  county  taxes)  is  the  total  of  the  appropriation  for  the  main- 
tenance and  operation  of  your  school  system  pins  the  principal 
and  interest  on  school  bonds  and  less  the  amount  your  city 
received  from  the  State  for  school  purposes  ? 
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Do  you  think  the  Board  of  Education  should  be  entirely  sepa- 
rate from  the  city  administration,  have  control  ai  the  appropria- 
tions for  school  pnrposee  and  the  issuance  of  bonds  and  the  expen- 
ditures, and  collect  a  separate  tax  ?  If  not,  do  you  think  that  the 
Department  of  ^Education  should  be  represented  on  the  central 
body  which  makes  up  the  budget  and  controls  the  finances  of  the 
city! 

Bonds 
Please  prepare  and  have  ready  to  present  to  the  Committoo  a 
etatement  showing  the  date  of  issue,  amount,  purpose,  maturities 
and  interest  rate  of  your  city's  outstanding  bonds. 

Please  prepare  and  have  ready  a  statement  Bhowing  the  amounts 
for  debt  gervice  included  in  the  tax  levies  for  each  year  for  the 
last  five  .years.  State  separately  the  amount  in  each  year  for 
interest  and  for  principal  or  sinking  fund. 

What  has  been  the  average  tax  rate  for  the  last  five  years  for 
debt  service,  stating  separately  the  rate  for  interest  and  the  rate 
for  principal. 

What  percentage  of  the  outstanding  bonded  debt  was  raised  by 
tax  for  principal  in  1919,  1918  and  19171 

Which   of  your  bond  issues  run  Iraiger  than  the  life  of  the 
improvement  or  purpose  for  which  they  were  issued  ? 
Were  any  issued  for  current  liabilities  ? 

Home  Bnle 

Can  yon  recall  any  mandatory  laws  (especially  special  laws) 
which  have  increased  the  cost  of  government  in  your  city  or  have 
unduly  interfered  with  the  efficient  administration  of  local  affairs 
so  as  to  have  caused  an  increase  in  your  expenditures  ? 

Can  you  recall  any  bills  the  Legislature  has  not  passed  which, 
if  enacted  into  law,  would  have  reduced  the  cost  of  government  in 
your  city,  or  would  have  assisted  in  the  efficient  administration  of 
local  affairs! 

DeUnqnent  Taxes 

What  ia  the  average  per  cent  of  the  total  city  tax  levy  wliirh 
remains  unpaid  at  the  time  either  the  prnporty  or  the  taxes  are 
advertised  for  sale ! 

Reasons  for  this  delinquency,  if  any. 
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General 

Do  yoM  tbink  that  tlie  Slate  should  by  general  law  limit  the 
taxiDg  powers  of  cities  for  general  city  purposes  ?     Wbj  t 

Do  you  think  that  the  State  should  by  general  law  limit  the  tax 
on  real^  for  general  city  purposes  i     Why? 

What,  in  your  opinion,  can  be  done,  if  anything,  to  reduce  the 
cost  of  city  government  or  to  stop  the  increasing  cost  of  city 
government  ? 

How  much  did  your  city  pay  last  year  to  physicians  for  report- 
ing contagious  diseases  and  births  to  your  city  health  department  ! 
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BlUS  RECX>MMENDED  BY  SPECIAL  JOINT  COMMIT- 
TEE  ON  TAXATION  AND  RETRENCHMENT 

I 

AN*  ACT  to  establish  a-  bureau  of  asfiessments  in  certain  cities. 

The  People  of  Hue  Stale  of  New  York,  represetUed  in  SeiuUe 
and  A^aemhly,  do  enact  as  follows: 

Seetion  1.  In  cities  of  the  second  cldse  there  is  hereby  estab- 
liabed  in  the  department  of  finance  a  bareau  of  asaeBsments  under 
the  direction  and  supervision  of  a  commissioner  of  assessments  to 
be  appointed  by  the  mayor  and  to  serve  during  good  behavior. 
The  salary  of  the  commissioner  of  assessment  shall  be  luced  by 
the  board  of  estimate  and  apportionment. 

I  2.  All  powers  and  duties  now  conferred  by  law  upon  the 
assessors  or  npcm  the  department  of  hsscEsment  and  taxation  are 
bereby  transferred  to  the  commissioner  of  assessments  except  as 
otherwise  provided  by  this  act  It  shall  also  be  the  duty  of  the 
commissioner  of  aasesements  to  install  a  scientific  etygtem  of  assess- 
ments with  tax  maps,  unit  rules,  and  such  other  systems  and 
records  as  may  be  necessary ;  to  gather  and  file  all  useful  and  avail- 
able information  that  bears  on  the  value  of  property  subjeet  to  his 
assessment ;  and  to  discharge  such  other  duties  as  may  be  required 
of  him  by  law  or  ordinance. 

%  3.  The  commissioner  of  assessments  shall  appoint,  in  arcord- 
ince  with  civil  service  provisions,  such  deputy  assessors,  surveyors, 
clerks,  and  other  subordinates  as  may  be  prescribed  by  the  board 
of  estimate  and  apportionment,  and  flhall  organize  within  the 
bureau  of  assessments  such  divisions  as  ore  in  his  judgment  neces- 
sary. 

§  4.  The  mayor,  comptroller  and  corporation  counsel  are 
hereby  ctmstituted,  ex  officio,  a  board  of  appeal  to  taie  over  those 
•duties  and  powers  of  the  board  of  assessors  connected  with  the 
tearing  and  determination  of  complaints  in  relation  to  the  assess- 
ment roll,  unless  by  ordinance,  some  other  board  of  appeal  is 
created. 
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§  5.  The  provisiouB  ahall  take  effcet  on  Januaiy  1,  1921,  but 
the  teniis  of  all  assessors  hereafter  elected  shall  terminate  on 
January  1,  1924,  provided,  however,  that  in  any  city  in  which  the 
elocted  assessors  shall  be  removed  by  resignation,  or  othcrwiBe, 
before  January  1,  1924,  the  proWsiona  of  this  Act  may  be  made 
effective  by  ordinance  at  any  time. 

§  (i.  This  act  shall  apply  to  all  cities  of  the  third  class  which 
adojjt  Plan  G  of  Article  VII,  Section  120  of  Chapter  444  of  the 
acts  of  1914,  known  as  "  the  optional  c;ity  government  law." 

§  7.  Any  city  of  the  third  class  in  which  the  board  of  asisessors 
is  not  organized  in  occordanoe  with  Chapter  444  of  tlie  Acts  of 
1914  may,  by  ordinance,  adopt  the  proviaionfl  of  this  Act.  In 
such  cities  the  salary  of  the  commissioner  of  asseasments  shall  be 
fixed  by  ordinance. 

§  8.  So  much  o£  Sections  11  and  12  of  Chapter  473  of  the  Acts 
of  190G,  known  as  Sections  11  and  12  of  Article  III  of 
Chapter  53  of  the  consolidated  laws,  and  any  of  other  sectims  of 
general  or  apccial  acts  which  aro  inctMisistent  with  this  Act,  are 
hereby  repealed. 

§  9.  This  act  shall  take  effect  immediately  except  as  provided 
in  Section  5. 

n 

CONCURRENT  RESOLUTION"  of  the  Senate  and  Assembly 
proposing  an  amendment  to  article  three  of  the  constitution, 
in  relation  to  the  assessment  and  coliection  of  taxes  and  the 
ciiiialization  of  assessments. 
Stx'tion  1.  Resolved  (if  the  AssemWy  concur)  that  the  follow- 
ing section  be  added  to  article  three  of  the  constitution: 

§  — .  The  legislature  shall  prescribe  by  law  how  taxable  suV 
jo<'t8  shall  l>e  assessed  and  provide  for  ofSeers,  and  the  election  or 
appointment  of  officers,  to  execute  laws  relating  to  the  assessment 
and  collection  of  taxes,  and  the  supervision,  review  and  equaliza- 
tion of  assessments. 

§  2,  Resolved  (if  the  Assembly  concur)  that  the  foregoing 
amendment  be  referred  to  the  l^slature  to  be  chosen  at  the  next 
general  election  of  senators,  and  in  conformity  with  section  one  of 
article  fourteen  of  the  constitution  be  published  for  three  months 
prior  to  the  time  of  such  election.  , .         , 


Taxation  ard  RiCTRiKcnMBiTT  155 

m 

AX  ACT  to  amend  the  general  muuiciitnl  law,  in  relation  to  the 
power  of  the  state  comptroller  to  examine  the  accounts  of 
Bchool  authorities. 

The  Peofde  of  the  State  of  New  York,  reprcseided  in  Senate 
and  Aissembly,  do  enact  as  follows: 

Section  1,  Section  thirty-three  of  chapter  twenty-nine  of  the 
laws  of  nineteen  hundred  and  nine,  entitled  "An  act  relating  to 
municipal  corporations,  constituting  chapter  twenty-four  of  the 
consolidated  laws,"  e^  last  amended  by  chapter  three  hundred  and 
sei^en  of  the  laws  of  nineteen  hundred  and  seventeen,  is  hereby 
amended  to  read  a&  follows : 

§  33.  Accounts  of  fiscal  officers  to  be  examined.  The  comp- 
troller shall  cause  the  accounts  of  all  tiscal  officers  of  each  such 
municipal  corporation  to  be  inspected  and  examined  hy  one  or 
more  examiners  to  be  appointed  by  him  at  such  periods  as  he  shall 
deem  necc8Ba^^•.  On  every  such  examination  inquiry  shall  be 
made  as  to  the  financial  condition  and  resources  of  the  munici- 
pal corporation,  and  into  the  method  and  accuracy  of  its  accounts. 
He  may  a]9o[,  upon  the  request  or  with  the  consent  of  the  commis- 
sioner of  education, J  cause  like  inspections  and  examinations  to 
be  made  by  such  examiners  so  appointed,  of  the  accounts  of  the 
school  authorities  or  the  school  officers  of  a  city  or  union  free 
school  district,  having  a  population  of  five  thousand  or  more. 
Whenever  an  examination  is  made  of  the  accounts  of  the  school 
iKithorities  or  school  officers  of  a  city  or  of  such  union  free  school 
Hiatrict,  the  comptroller  shall  transmit  to  and  file  with  the  fiscal 
officers  or  clerk  of  the  school  authorities  of  the  city  or  school  dis- 
trict examined  and  with  the  commissioner  of  education  coiiiea  of 
the  report  of  the  examination  made. 
§  2.  This  act  shall  take  effect  immediately. 
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REPORT  OF  THE  SPECIAL  JOINT  GOlf KflTTEE  ON 
TAXATION  AND  REIRENCHUENT 


Jtmuarjf  I,  1921 
To  tie  Senaie  and  Aasetuhly: 

Whea  ^e  Legjalatiire  anembkd  ia  Jaoiucy,  l^li,  the  Suta 
govenunoit  was  faoing  a  Berioiu  reveeiie  proUem.  The  situAtuD 
wm  i^gnkrated  Inr  tiie  critical  financial  sitiudan  wUdi  Uie  eides 
also  faced.  The  very  sharp  increase  in  the  coat  of  personal  serv- 
1001,  supplies  and  materials,  and  t^  loaa  of  exeiee  reve&iiaB  had 
Inmi^t  hoih.  the  State  and  the  cities  «l  tbe  Staie  to  a  fioaiicul 
erigifl  0K»e  serious  than  any  that  has  €auated  wntea  the  Civil  War. 
It  was  recognized  <hi  all  sides  Uutt  aothii:^  short  ai  heroic  in«aa- 
ores  were  demanded  to  meet  tbe  sitiuttidB  and  as  a  result  tius 
speaal  joint  coBUuittee  was  appointed  on  Janoary  23d,  "  to 
imqaine  into  and  investigate  the  subject  of  taxation  and  to  report 
remedial  legislation  on  or  before  March  15th." 

As  soon  as  this  committee  was  organised,  we  recognized  the  far- 
reaching  and  complicated  character  of  the  problems  which  had 
been  entmited  to  us  for  examination  and  report.  W«^  therefore^ 
aaaooiated  with  the  committee  as  oounsel  and  as  advisors  tho  ex- 
poienoed  tax  lawyers  of  this  State  and  leading  tax  ei^terte,  not 
only  fr»io  this  State,  bat  fram  otb»  states  as  well.  As  a  means 
of  making  the  mo^t  of  the  brief  time  allowed  the  conusittee,  Ave 
requested  our  adviaoin  and  ceunBel  to  sit  with  the  committee  and 
to  take  part  is  oar  deliberatioiu.  Wo  £eel  that  this  innovatioa  has 
jBOfe  than  justified  itficlf  by  the  result 

After  the  loost  careful  ccwaideratios  yoax  committee  decided 
unanimously  to  reccmunend  tbe  passage  of  tbe  present  State 
Income  Tax  Law.  In  qtite  at  tlie  opposition  to  this  measure  on 
the  part  of  certain  highly  respected  sdviwus  of  tbe  committee,  we 
were  convinced  that  theta  was  no  other  method  of  meeting  the 
sitaatioQ  on  a  thoroii|^ly  soond  and  practical  basis.  Taxes  are 
never  popular,  and  new  taxes  are  particularly  resented.  In  spite 
of  this  fact,  tbe  people  of  tbe  State  have  recc^ized  the  fact  that 
additional  reTennes  were  necessary  and  that  the  income  tax  was  tbe 
fairest  way  of  raiding  the  needed  funds. 
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As  wafl  to  have  been  expected,  a  number  of  minor  defects  in  tlio 
State  Inc<Hiie  Tas  Law  were  discovered  after  its  passage.  During 
the  latter  part  of  1919  and  early  in  1920  these  matters  were  con- 
sidered by  your  committee  and  the  necessary  changes  enacted  dur- 
ing the  1920  session  of  the  Legislature. 

It  is  the  purpose  of  this  report  to  outline  briefly  the  more  im- 
portant problems  which  the  committee  has  faced  during  the  past 
two  years  and  to  explain  the  underlying  purposes  which  have 
guided  it  in  the  development  of  the  New  York  State  Income  Tax 
Law. 

The  work  of  this  committee  would  have  been  impossible  with- 
out the  It^al  assistance  which  we  received  from  counsel  and  ad- 
visors. The  committee  desires  to  espress  its  appreciati<m  particu- 
larly of  the  services  rendered  by  Messrs.  Laurence  A,  Tauzer, 
Robert  C.  Gumming,  Wallaoe  McClure,  Charles  J.  Tobin,  Harold 
G.  Aron  and  "William  F.  Dowling,  who  acted  as  counsel  to  the  com- 
mittee; by  Professor  Edwin  R.  A.  Seligman,  Professor  Charles  J. 
Bullock,  Hon.  Walter  H.  Knapp,  Hon.  John  J.  Merrill  and  Mr. 
William  P.  Capes,  who  served  as  tax  advisors ;  and  by  Dr.  Luther 
Gulick,  who  acted  as  chief  of  the  committee's  staff  in  the  editing 
and  preparation  of  this  report.  The  New  York  State  Conference 
of  Mayors  and  other  city  officials,  through  its  committee  on  taxa- 
tion, headed  by  Mayor  William  J.  Wallin  of  Yonters  assisted 
largely  in  our  work.  This  was  also  true  o£  the  Advisory  Council 
of  Real  Estate  intwests  of  New  York,  the  New  York  State  Tax 
Association,  and  the  National  Tax  Association.  To  these  organ- 
izations and  to  their  representatives  who  worked  with  this  com- 
mittee, we  desire  to  express  our  indebtedness  and  our  appreciatiCHl. 

FREDERICK  M.  DAVENPORT, 

FRANKXIN  W.  JUDSON, 

J.  A.  McGINNIES, 

JOHN  J.  BOYLAN, 

PETER  A.  ABELES, 

EDWARD  J.  FLYNN. 
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CHAPTEB  I 

The  Development  of  the  New  T<n1c  State  Tax  System 

Ihick  Origin 

The  tax  Byatem  oi  the  State  of  New  YoA  is  the  result  of  three 
hniidred  years  of  history  on  this  continent  The  Dutch  who  eet- 
lied  and  controlled  New  Ameterdam  and  New  Netherlanda, 
liiiich  now  form  New  York  State,  were  primarily  traders.  New 
Amsterdam  was  the  distrihuting  center  for  goods  imported  from 
HoUand.  It  was  the  key  to  the  trade  of  the  Hudson  Valley  and 
U;  as  vdl  on  the  direct  route  from  New  England  to  Virginia. 
It  was  only  natural  under  these  conditions,  for  the  public 
revenues  to  be  derived  from  indirect  taxes,  from  duties  on  import, 
export  and  tonnage,  and  from  excise,  a  plan  wbit^  was  adopted 
(lie  more  readily  as  this  policy  was  extensively  developed  in  the 
mother  country  at  the  tima  Direct  taxes  were  resorted  to  only 
rlien  the  revenues  derived  from  these  indirect  eouroes  became 
deficient.  When  this  became  necessary,  the  effort  was  first  made 
to  solicit  voluntary  contributions  from  "  each  according  to  his 
condition,"  and  when  this  proved  only  partly  successful,  definite 
individual  quotas  were  assigned,  and  payment  was  made  com- 
pulsory for  the  *'  disaffected  or  ill-disposed  parsons."  This  sys- 
tsa  of  ctrntributions  and  assessed  quotas  gradually  developed  into 
1  direct  tax  on  the  person,  his  ability  to  pay  being  measured  by 
his  property.  This  development  was  practically  completed  l^ 
1654,  when  Peter  fituyvesant  secured  from  the  home  govern- 
ment authority  to  lay  and  collect  "  an  honest  and  fair  tax  upon 
leal  prepay,  as  land,  houses  or  lots,  and  milch  cows  or  draught 
oien." 

Englith  Influence 

The  influence  of  the  English  was  very  pronounced  in  the  early 
development  of  the  New  York  tax  system.  Throughout  New 
England  direct  taxes  w«-e  customary  from  the  earliest  days.  In 
developing  the  direct  property  tax  as  a  new  source  of  revenue, 
the  New  Amsterdam  Dutch  were  unquestiooabiy  following  the 
lead  of  the  English  colonists.  In  1650  Secretary  Von  Tienhoven 
studied  the  New  England  taxes  and  reported  that  "  all  the  prop- 
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ertj  and  means  of  the  pK)|4«^  a»  well  of  the  highest  as  of  thj 
lowest  w€s«  ug/ftiiaai  by  the  aagUtrmtes  and  t»zei^  aiacArduij 
to  each  man's  ability,  for  the  payment  of  the  goTemor,  deputj 
governor,  magistrates,  secretaries,  marshals,  constaMa,  mftitarj 
ia—ii»  BiinaCaDt  nd  aaioakaMstm*,  £ir  A«  MoctiOK  at  Aerobes 
sdnoAomm  »ni  town  cdifi^,  &r  Att  z^air»  cf  *»i^%^  {a 
t^  emtxni  of  ofdinaxies  fin  tisnlcrs  cf  the  Uniroatj  of  Bot 
koi^  for  Ar  npport  ct  tfas  CkocrsI  Aisembly  ud  of  tke  G«ncza| 
Govrt."  AfiirAffcvicienee(rfl^nABaMeflftIie)r«rSi^uziJ 
criiTMtfl  is  to  be  &iiBci  in  tnlieaB  of  L«ag  Idnad  settled  hncgKlj 
fnan  CvniMctw^  and  MassadnsetlB  Baj  im  wbidh  ifiraet  prvpl 
«cty  taxes  wete  in  :fixce  mavf  yaan  helaie  New  ABiaterdaBJ 
tna  farced  to  uioft  them. 

With  tke  ertiUi^mB*  of  He  ColenaJ  AatemHy  in  IGSA^  tke 
genonl  jpwiperty  tax  becanc  a  reeegniaed  part  oiE  the  tax  aya%m 
td  the  coloafy,  oad  while  it  «M  vdiad  vpan  aaljr  occftsioiisUT'  b^ 
the  colaaial  gofemateot,  H  became  a  nigolar  asBBal  seance  td 
rcmnse  for  a  Bamber  ri  tfae  local  anta.  Iv  Kew  Toik  ca^  sad 
ii  seven!  Losg  labnd  towms-  Ae  w  u jjiiiu  iit  n>lts  frem  thu 
period  are  stiit  pnsarcA.  Tbe  diiwt  pn^ierty  tax  was,  haw* 
ever,  at  eompatatiw  uanB^Kutaaee  niiti]  v^l  ahn;  in  tb 
eigbtoendt  and  nineteenth  ccntariea.  In  Kcw  York  dEtj-^  foi 
esan^T  towaid  tbe  ead  ol  the  cighteeotb  century,  tbe  bulk  oi 
the  nvearaea  were  recesved  from  the  rental  of  eity-owBed 
propeity —  dodsy  raarfcet,  :ferr_y,  abo^^tcr-house,  vater^ot,  land, 
rvpe-walk,  powder  naganine,  derridt,  weigh  honae,  md  brid' 
yard.  Very  considerable  amounts  were  collected  from  tarern 
licenses  and  from  fines  and  fees,  the  bulk  of  which  went  directly 
to  the  officials  in  lieu  of  salaries.  Before  the  Fngfi^  control 
of  the  ctty,  hage  nvennes  were  detived  fro»  the  sele  of  (he  freO' 
doma  of  fbe  eity  which  were  nade  a  coDdkioB  of  doti^  busioesa 
ia  the  eity. 

Bgeet  of  FedergticiL 

Tbe  BeTf^tion  aad  the  establisbment  of  tbe  CoHfederalioB 
laade  little  immediate  cbaage  in  tbe  tax  ar  rer^Knie  ^:9(em  of 
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the  state  «r  t«B  loot!  divinMu.  1%e  Kcw  Federal  OoBetiiuiifla. 
tMKvew,  mbodoead  a  very  inpaitent  iandar  in  tliai  it  i^nwrd 
tbi  itate  of  Ae  i^t  to  ooUeet  ia^ott,  expcst  vui  tamn^B  idiUMa, 
nd  opond  ^m  -waj'  for  fisdentl  mtaaal  Temnie  tasn  u  ocm- 
potitiaB  wilfa  tbe  state  wad  Tnnnicipal  levies.  Ike  leauU  of  t^ 
wfta  to  force  the  states  and  the  cities  to  rely  mom  estEOsiieiy 
npon  the  direct  property  tax.  The  outstanding  difficulties  of  the 
general  property  tax  became  apparent  as  soon  as  it  ^w  utiliicd 
to  any  eoaaderable  ^rteut,  aad  many  and  varied  ^orts  vere 
■■dc  tD  Ibe  aSort  to  •eeme  inparti*!  mwwrnla,  tfae  faU  di» 
doMim  «f  ]Ktaaaal  pn|ni^  and  fair  eqaalizatioB. 

£Umi  mamit  Detdefmunt 

Tho  devdoprant  of  tfae  State  of  Vev  Yodt  was  trenuindaualy 
HfiMsftfB-dLecdBseatf  the  Warof  18i£.  Tke  iocreMe  of  pef«- 
ktiim  faetarca  18M  aad  ISW  «aa  pbeooraawl,  eapeeiaaiy  in  tfee 
agriflnkaral  iqgiiMB.  By  ISiM  two-tikiniB  of  the  papulation  «na 
m^pfSsA  «a  agrieakanL,  and  the  state  ranked  &at  in  tiM  Vvia* 
ia  the  pndnctioB  of  lnili9,  oats,  bickwheat,  hops,  petataai^  hay 
and  «wal.  Tke  Hilling  induetry  wea  centered  in  fiodiester  and 
Otmefgt  nntil  the  wddie  of  tlw  eentnry  wJwn  it  was  draw*  J^ 
weataan  wheat  to  MinneapoUa  and  St.  PamL  KaniuEaetaziiig 
pilsnta  spnng  up  aa  i£  by  na^  lutil  New  Yack.  onertook  and 
aarp—nd  ftmjknxoL  and  MaflHcfauntts  by  1S3A.  The  teat^ 
indaatiy  and  the  faetary  syaton  wwe  jnst  b«ginniDf  in  1812. 
By  1840  there  were  323  woolen  mills  and  117  cotton  hUs,  and 
home  industry  was  very  extensive.  The  development  of  means 
of  communication  was  also  marked.  Over  390  turnpike  -umI 
bridge  oonpanies  wwe  created  ^  the  Z.egitiatan)  fram  1709  to 
IStS.  Prifste  canals  and  litter  ^faate  canals  wera  caartnMie<^ 
■a  that  1?  IMO  there  were  840  nules  «f  eanals.  Staam  nari^i- 
lien,  bqg;innii^  mth  fvltoa's  experunent  of  1807,  was  eonwaer- 
o^y  awiinaaful  \g  1814,  and  was  rapidly  e^itcndai  after  thai 
tiB&  Steam  raiboada,  whieh  were  firtt  eomtruetad  in  IfiU, 
attde  aoch  piogrEtt  that  by  1840  S7»  lailaB  of  tmok  h^  hem 
eoai^eted. 

The  dtt^ffpamA  of  the  State  was  eiaitiiniad  with  erea  gseata- 
vigor  dan^  the  awxeBdiag  j«aiB.     Wliile  the  West  t&tk  the 
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leftdership  from  "New  York  in  agriculture  and  in  tbe  milling 
industry,  the  tremendous  growth  oi  our  urban  centers  and  the 
dereiopmeait  of  modern  manufacturing  have  been  so  phenomenal 
that  the  8tate  of  New  York  is  now  the  financial  and  commercial 
center  of  the  country  and  exerts  an  important  influence  in  inter- 
national finance. 

New  Wealth 

As  a  result  of  the  forces  that  we  have  just  outlined,  the  State 
of  New  Yorik  developed  from  a  sparsely  settled  agricultural  and 
trading  settlement  to  a  densely  populated  industrial  and  com- 
mercial State.  In  the  transition  new  types  of  wealth  have  been 
created ;  enormous  reservoirs  of  intangible  personal  property  and 
tremendous  corporations  have  arisen ;  public  franchises  have  come 
into  existence;  the  entire  banking  system  has  been  erected. 
Parallel  with  this  development  there  have  4>een  no  less  startling 
social  changes.  The  industrial  era  and  immigration  have  cre- 
ated a  laige  class  of  wage  earners,  while  the  development  of  cor- 
porations with  their  staffs  has  created  a  new  prosperous  but 
salaried  class.  Political  changes  of  importance  have  naturally 
occurred.  The  property  qualification  for  voters  has  been  abol- 
ished and  more  recently  women  have  been  admitted  to  the  suf- 
frage. The  vast  extension  of  the  direct  and  regulatory  services 
of  State  and  local  government  have  not  only  increased  the  demand 
for  ptfblic  revenues,  but  have  also  changed  the  tdiaracter  of 
government. 

Eifect  on  Tax  System 

These  economic,  social  and  political  changes  have  resulted  in 
a  gradual  development  of  tbe  tax  system  of  the  State.  The 
original  general  property  tax  was  gradually  expanded  as  new 
types  of  property  developed.  When  corporations  arose,  the  effort 
was  made  to  tax  them  jost  like  individuals.  Intangible  per- 
sonal proper^,  represented  by  stock,  bonds  and  mortgages,  was 
treated  like  horses  and  cattle  as  far  as  taxation  was  concerned. 
When  the  new  salaried  and  professional  classes  arose,  the  effort 
was  Btill  made  to  distribute  the  tax  burden  on  the  basis  of  prop- 
erty ownership  though  these  groups  held  almost  no  property, 
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From  time  to  tiine  changas  were  made  in  the  tax  system  to  fit 
it  to  tbe  new  conditions.  In  1823  corporationa  were  specificalljr 
recognised  for  parposes  of  taxation,  and  were  to  be  assessed  for 
their  real  estate  and  capital  stock.  In  1863  it  was  also  provided 
that  corporate  surplnses  should  be  taxed.  In  18C0  and  1881 
very  exteDfiive  ehangea  were  made  in  the  tax  system  as  a  meaoa 
of  requiring  the  corporations  to  pay  a  greater  share  of  the  tax 
burden.  The  annual  franchise  tax  on  corporations  was  imported 
from  Pennsylvania  in  1880  and  as  a  part  of  the  same  tax  reform 
movement  franchise  taxes  were  placed  upon  transportation,  trans- 
mission and  insurance  companies.  Tbe  franchise  tax  upon 
public  utilities  and  elevated  railroads  was  added  in  1396.  The 
inheritance  tax  first  went  into  effect  in  1^86.  In  1899  the  tax 
on  special  franchises  was  established  as  a  result  of  Governor 
Roosevelt's  personal  pressure  upon  the  Legislature  and  tbe  pub- 
lic demand  for  the  adequate  taxation  of  the  right  to  use  the 
streets.  The  bank  stock  tax  enacted  in  1901  removed  bank 
stock  from  taxation  under  the  general  property  tax.  In  1905 
the  same  policy  was  adopted  with  regard  to  mortgages,  and  a 
recording  tax  was  established  in  place  of  their  taxation  as  per- 
sonal property.  The  next  significant  change  in  the  State  tax 
system  came  in  1917  with  the  establishment  of  a  tax  on  manu- 
facturing and  mercantile  corporations  based  upon  their  net 
income  in  lieu  of  personal  property  and  capital  stock  taxes  pre- 
viously imposed  under  the  general  property  tax.  In  1919  this 
tax  was  extended  to  include  all  domestic  and  foreign  corporations 
except  those  already  taxed  under  certain  other  provisions,  hold- 
ing companies  and  real  estate  companies.  In  1919,  through  the 
efforts  of  this  committee,  the  personal  income  tax  was  adopted. 

Beviaiom  to  Meet  Ohanging  Conditiona 

It  will  be  seen  from  this  brief  outline  of  the  development  of 
the  State  tax  system  that  the  effort  has  been  made  throughout  the 
entire  process  to  revise  the  tax  system  to  meet  tbe  changing 
social  and  economic  conditions  of  the  State,  ^ew  taxes  have 
been  devised  to  meet  new  kinds  of  property  or  to  reach  new 
social  groups  and  thus  to  secure  a  fairer  distribution  'of  the  grow^ 
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iDg  burden  of  taxation.  At  the  beginning  ot  tbe  history 
Stete,  the  general  piopexty  tax  met  the  needs  of  the  Stai 
fairly  eatiefactory  manner,  but  as  the  State  developed  -^ 
kinde  of  property  were  removed  from  its  operation  andi 
under  special  laws  beeanse  the  general  property  tax  eovA 
meet  the  needs  of  an  induatrial  and  oonunercial  eommunii 

Your  Committee  presents  thia  summariBatiQn  of  the  evoi 
of  the  £tate  tax  syetem  because  it  is  these  same  forces  and. 
same  inotiTes  which  led  it,  in  1918,  in  apite  of  much  oppo^ 
frcan  thoee  with  cactensive  experieooe  in  State  and  municip| 
problems,  to  recommend  the  enactment  of  the  personal  iq 
tax.  Your  Committee  was  oonvinoed  that  the  aoeial  and  eco^ 
changes  of  the  past  generation  in  this  State  had  rendered 
general  property  tax  an   inadequate  means  of  measurii^ 
ability  of  individuals  to  contribute  to  the  support  of  their  i 
ornment,  and  that  therefore,  the  only  rational  course  open  tol 
Oomniittw  was  to  urge  the  enactment  of  the  personal  income  | 

J 
7'he  Slate  Tax  Syaietn  Today  i 

As  a  result  of  the  developmoit  of  the  State  tax  systesn,  e^ 
oially  during  the  past  few  years,  it  is  the  belief  of  your  Of 
mittee  that  the  State  of  New  York  has  made  as  much  pragi| 
as  any  State  in  the  Union  toward  the  estaUishment  of  a  raod4 
tax  system.  'Wlo  ars  bsenly  aware  that  many  changes  are  si 
needed.  The  tax  burden  is  not  distributed  as  fairly  as  it  ehoi4 
be.  The  aaaessmant  and  equalizati<ni  of  taxes  leaves  much  1 
be  deaired,  and  the  prearat  methods  of  taxing  public  utilities  \ 
far  from  aatiofaetory.  In  spite  of  these  facts,  our  tax  system  i 
so  eonstiueted  and  so  administered  as  to  redeot  no  little  credl 
on  the  State, 

The  voters  of  the  iState  may  be  interested  to  know  more  abood 
the  tax  system  of  their  State.  To  thia  end,  your  Committee  hat 
prepared  a  brief  nontechnical  tabulation  of  the  Kew  York  Stati 
tax  system  as  of  January  1,  1921.  In  tJie  ccuDpaaa  of  so  brief 
an  outline  it  is  of  course  impossible  to  indicate  the  many  minor 
exceptions  and  refinements  of  the  law  and  of  the  decisions.  It 
has  beeo  our  purpose  merely  to  sketch  out  the  broad  outlines  o£ 
the  system  in  order  that  the  average  citizen  may  find  the  tabula- 
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tion  usefal.  We  trust  also  thftt  the  table  may  be  of  genuine  value 
to  the  members  of  tbe  Le^slature,  as  it  has  already  been  to  the 
members  of  your  Oommittee. 

The  relative  importaitoe  of  the  various  tasee  is  indicated  by 
the  amounts  derived  from  them.  An  effort  has  been  made  in 
tke  tabulation  to  set  this  forth  eegregating  the  amount  which 
will  go  to  the  State  and  tbe  amoant  whioh  will  go  to  the  localities 
CB  the  baais  of  estimatee  for  1921.  A  number  of  minor  license 
taieB  have  been  omitted  fnuQ  the  tabulation  because  they  are  more 
p(4iee  regolationa  than  they  are  tazee.  Among  these  are  the  licestse 
pieacribed  for  private  deteotives  and  detective  agencies  which 
produced  $12,750  during  1920,  and  the  steamship  ticket  agency 
UoMiae  whieh  produced  ¥825. 

As  a  means  of  explaining  the  interrelation  of  the  various  taxes, 
notes  have  been  added  to  the  tabulation.  It  will  be  seen  that 
th«  taxes  are  dovetailed  in  the  most  intricate  manner.  Our  tax 
^fBteio  urast  be  considered  as  a  unit,  and  any  proposed  change 
must  be  studied  with  the  utmost  care  to  determine  its  effect  upon 
tk«  entire  strueture. 

JJOTK.—  For  a.  more  complete  study  of  the  developioent  of  the  state  tax 
wjtlmt  na:  "  History  of  th«  New  York  Property  Tax  ''by  J.  C.  Sdiwab;  "  The 
Derelopjnent  of  Corporation  Taxation  in  the  State  of  New  York"  by  M.  H. 
Htnta;  Tiunritil  History  of  tbe  State  of  Ne«  York"  bj  Don  C.  Sonera; 
■■  Tantbm  in  New  York  State  "  by  Frederick  David  Bidwell. 
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CHAPTER  n 
Propoaals  and  SoggMtioni 

Tile  first  inquiry  that  your  committee  undertook  in  1919  was 
to  ascertain  if  the  then  existent  Btatutes,  more  particularly  thoee 
termed  indirect  tax  laws,  could  bo  changed  or  modified  so  aa  to 
meet  the  necessary  budgets  of  the  state  and  localities.  The  com- 
mittee  sought  interviews  from  all  interested  on  the  subject  ftnd 
called  hearings  at  the  instance  of  civic  bodies  and  their  repre- 
sentatives. The  State  Tax  Commissioners  were  heard  in  much 
detail,  both  President  Walter  II.  Enapp  and  Commiasiwier  John 
J.  Merrill  representing  the  Commission,  testified  before  the  com- 
mittee. Their  most  suggestive  proposal  was  that  of  a  state  income 
tax,  which  has  been  recommended  by  them  in  their  report  to  the 
Legislature  for  the  year  1918, 

The  committee  heard  Mr.  Alfred  E.  Marling,  President  of  the 
Chamber  of  Commerce  of  the  City  of  New  York,  and  Mr.  Walter 
Lindner,  chairman  of  the  law  committee  of  the  Advisory  Council 
of  Keal  Estate  Interests,  who  submitted  »  proposed  income  tax 
which  was  examined  carefully. 

A  special  committee  of  the  State  Bar  Association  in  examining 
the  general  subject  of  taxation  reported  favorably  on  an  income 
tax. 

A  subcommittee  of  the  Xew  York  State  Conference  of  Mayors 
and  Other  City  Officials  composed  of  Mayor  William  J.  Wallin 
of  Yonkera ;  City  Treasurer  Joseph  C.  Wilson  of  Rochester ;  J. 
Frank  Zoller,  chairman  of  the  tax  committee  of  the  State  Bar 
Association;  Commissioner  of  Finance  Charles  M.  Heaid  of 
Buffalo;  with  William  P.  Capes  as  secretary,  submitted  for  the 
consideration  of  the  committee  the  following  auggesticms : 

1.  A  small  tax  levied  by  the  State  on  the  inccmes  of  indi- 
viduals, the  revenues  obtained  to  be  divided  20  per  cent  to 
the  State  and  80  per  cent  to  the  localities  distributed  in  ac- 
cordance with  the  equalized  value  of  the  real  estate. 

2.  Revision  of  the  Emerson  Tax  Law  so  as  to  make  it  ap- 
plicable to  all  corporations  except  those  excluded  by  section 
210  of  the  State  Tax  Law. 

[IS] 
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3.  Enactment  into  law  of  a  business  tax  imposed  upon 
paxtnerahipa  and  indiTiduals  in  business  and  measured  by  the 
net  income  arlBing  from  the  businesB,  to  be  divided  betwe^i 
the  State  and  the  localities. 

4.  A  repeal  of  the  existing  tax  upon  personal  property. 

5.  Inasmuch  as  the  £merson  Law  and  the  proposed  busi- 
ness tax  up<XL  partnerships  and  individnals  in  business  in- 
■wAve  ezranptions  from  existing  personal  taxes  as  well  as  f rc»n 
taxes  upon  business,  while  the  income  tax  iuTolvea  only  the 
exemption  from  taxation  of  personal  property,  the  rate  on  cor- 
porations, partnerships  and  individuals  in  business  as  a  com- 
bination should  be  double  the  tax  on  individual  incomes. 

Jacob  A.  Cantor,  Esquire,  chairman  of  the  tax  department  of 
ih«  City  of  New  York,  appeared  before  the  committee  on  February 
20,  1919,  and  stated  that  he  believed  in  personal  taxation;  that  if 
a  listing  system  were  established  the  present  law  could  be  enforced. 
He  ui^ed  that  the  rate  on  personal  property  should  be  reduced  to  1 
per  cent,  or  even  (»ie-ha]f  of  1  per  cent,  with  a  deduction  of  only 
actual  indebtedness  and  that  in  the  taxation  of  personal  property 
the  residence  of  the  owner  should  be  disregarded  and  all  property 
should  be  assessed  wherever  located. 

Mr.  Stephen  Tyng,  president  of  the  Real  Estate  Board  of  New 
York,  appeared  and  asked  that  real  estate  interests  be  treated  in  a 
manner  similar  to  other  taxpayers. 

Mr.  Stewart  Browne,  president  of  the  United  Real  Estate 
Owners  Association,  stated  that  his  solution  would  be  to  repeal 
every  tax  exemption,  except  to  religious  and  philanthropic  corpo- 
rations, so  far  as  the  municipality  ia  concerned.  He  urged  also 
that  the  tax  on  real  estate  be  established  at  a  fixed  rate. 

Mr.  Walter  Stabler,  ccHuptroller  of  the  Metropolitan  Life  Insur- 
ance Company,  expressed  his  personal  belief  that  the  Federal 
Income  Tax  Law  and  the  success  with  which  it  had  been  collected 
should  be  an  example  to  the  State  for  doing  something  of  the  same 
kind. 

Mr,  Lawrence  McGuire,  chairman  of  the  ways  and  means  com- 
mittee of  the  Real  Estate  Board,  suggested  a  tax  on  personal  prop- 
erty, and  informed  the  committee  that  there  were  sixty  billi<Hi8  of 
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such  property  in  the  oitj  of  New  York  on  which  there  had  been 
paid  only  $3,400,000  as  i^ainet  a  real  estate  asBesamenC  of  eight 
billitms,  with  a  tax  paid  oi  $204,000,000. 

Mr.  Kobert  E.  Dowling  advocated  a  low  personal  proputy  tax, 
not  an  income  tax,  and  stated  he  ielt  an  income  tax  would  be 
unpopular. 

Mr.  I^athan  Hinch,  chairman  of  the  Mayor'a  Oommittee  on 
Taxation,  reconunended : 

1.  Amoiding  the  Tax  Law  so  as  to  more  dearly  deiiue 
persmal  property  with  referaice  to  public  stocka,  etocks  and 
moaejed  oorporaiums,  thai  ailarging  the  scope  of  the  term 
"  personal  jwoperty." 

2.  Amending  the  Greater  New  York  charter  so  aa  to  pro- 
vide for  a  tax  limitation  on  real  estate  of  2  p^  cuit,  to  be- 
come effective  on  January  1,  1922. 

3.  Reducing  the  tax  on  personal  property  to  one-half  of  1 
per  cent. 

4.  Compelling  all  taxpayers  having  personal  property  of 
more  than  $2,000  to  file  reports  with  the  department  of  taxes 
under  oath,  with  penalty  for  failure  to  file  or  for  making  false 
returns. 

5.  Placing  a  tax  of  one-half  of  I  per  cent  on  all  insurance 
preminms  collected  within  the  stata 

6.  Placing  a  tax  of  on^-twentieth  of  1  per  c^it  on  all  bask 
deposits ;  the  tax  to  be  paid  by  the  bank  or  trust  company. 

7.  A  new  state  inc<nne  tax. 

Comptroller  Craig  of  the  City  of  New  York  o^xwed  a  State 
income  tax,  ae  well  aa  a  limited  tax  on  real  estate,  and  urged  a  flat 
rate  on  personal  property  of  one-half  of  1  per  cent,  with  a  compul- 
sory return  to  be  filed  by  every  one  having  personal  property  in 
excess  oi,  $3,000.  He  suggested  that  in  the  City  of  New  Ywk 
tJie  peowmal  property  tax  to  be  made  payable  from  four  to  edght 
weeks  in  advanoe  of  tbe  time  when  the  tax  on  real  estate  is  fixed, 
so  the  city  would  have  the  actual  cash  in  hand  before  the  local 
authorities  determine  the  tax  on  real  estate;  the  tax  on  real  prop- 
erty to  be  then  based  iip<Hi  whatever  the  balance  indicate*  is  re- 
quired to  meet  the  expenditures  of  the  State  and  local  government. 
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State  CVuiptraller  Trftvia  i^ipeared  before  the  committee  oa 
Febiuij  12,  1919,  and  stated  that  he  was  of^xned  to  an  iacome 
tax  and  orgad  m  a  aubetitate  aa  inecesaaiy  revenue  meaMires  the 
fdlowing: 

1.  That  the  Inheritance  Tax  Law  be  amended  so  as  to  pro- 
vide reciprocal  (Hoviaions  in  plaoe  of  the  existing  atatute  ttt  to 
tke  exanptioB  of  beqnests  to  educational  and  (Aaritable  oor- 
poraticms  located  outside  of  this  State. 

8.  That  the  Inveetment  Tax  Law  be  amoided  and  the  yield 
incresGed  by  at  least  foar  millione ;  that  the  terms  be  mftde 
mandatory  and  penaltiee  be  provided  for  failure  to  pay. 

3.  A  moderate  upward  re<viBion  of  the  tax  or  lioenae  on 
Tebieles  would  yidd  two  million  end  a  half  annually, 

4.  A  tax  on  tfie  business  of  trafficking  in  ntm-intoxicating 
Hqaors,  to  produce  six  million. 

5.  That  the  organization  e<H'p<nation  tax  be  doubled  which 
would  give  an  additional  yield  of  one  million. 

6.  That  the  Stock  Transfer  Tax  Law  be  amended  ao  as  to 
include  within  it«  provisions  shares  of  stock  borrowed,  as  in 
the  federal  act,  and  also  to  require  New  ToA  corporations  to 
keep  their  bodes  within  the  State.  These  changes  would  yield 
WOO.OOO  annually. 

7.  That  the  so-called  Emerson  Act  be  extended  to  business 
corporations  generally,  associations  and  partnerships,  and 
that  the  rate  be  increased  to  5  per  cent,  which  would  give  an 
additional  yield  of  $20,000,000. 

8.  An  increase  in  the  rate  on  banks  and  trust  companies 
and  surplus  of  savings  banks  from  1  to  1^/4  P^  c^»t,  to  yield 
$2,375,000. 

9.  Causing  serial  bonds  to  be  taxed  and  limiting  our 
exempti(His  on  bonds  to  federal,  State  and  municipal  securi- 
ties.   This  change  to  yield  $2,000,000. 

The  committee  gave  careful  consideration  to  the  model  system 
of  state  and  local  taxation  adopted  by  the  National  Tax  Associa- 
tion. The  committee  of  the  National  Tax  Association  which  had 
this  work  in  hand  was  composed  of  Professor  Charles  J.  Bnllock 
of  Harvard  University  as  chairman ;  Thomas  S.  Adams  of  Yale 
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University,  chairman  of  the  Advisory  Board  on  Federal  Taxation 
and  former  tax  commissioDer  in  Wisconsin;  Charles  V.  Gallovay, 
State  Tax  Commieaioner  of  Oregon;  Sunn^  T.  Howe  of  the 
Kansas  Tax  CommiBsiou ;  Celans  P.  Link  of  the  Ccjorado  Tax 
Commissicm ;  iSamuelLord  of  the  Minnesota  Tax  Conunisaion; 
Ogden  L.  Mills,  New  York  city ;  Thomas  W.  Page  of  the  Univer- 
sity of  Vii^nia ;  A.  C.  Kearick,  attorney,  of  New  York  city ;  and 
W.  L.  Tarbet  of  the  Illinoifl  Central  railroad.  This  model  tax 
committee  laid  down  the  principles  upon  which  a  model  system  of 
state  and  local  taxation  should  be  based,  and  set  out  a  pioposeil 
personal  income  tax,  a  proposed  property  tax  and  a  proposed  busi- 
ness tax.  The  report  of  the  committee  and  the  appended  proposals, 
with  the  discussion  had  at  the  Twelfth  Annual  Conference  of  the 
Association  held  in  Chicago  in  1919,  were  very  carefully  studied 
by  your  committee.  The  fact  that  Professor  Charles  J.  Bullock, 
chairman  of  the  model  tax  committee,  was  one  of  the  experts 
employed  by  your  committee  assisted  us  not  a  little  in  understand- 
ing fully  the  proposals  outlined  in  the  model  tax  plan. 

Your  committee  wishes  that  space  permitted  the  fuller  presouta- 
tion  of  the  testimony  taken  at  its  hearings.  It  was  our  endeavor  to 
gather  and  consider  all  suggestions  and  to  approach  the  entire 
matter  with  an  open  mind.  It  is  for  this  reason  that  we  have  re- 
corded briefly  in  this  chapter  the  plans  which  were  laid  before  the 
committee. 
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CHAPTER  in 
The  N«w  Tork  State  looome  Tax 
Agitation  for  Income  Tax 

Tfae  proposition  of  a  state  income  tax  a«  is  indicated  hj  the 
testimonj  contained  in  the  last  chapter  stood  out  prominently 
imong  the  suggestions  offered  to  the  committee.  Agitation  for 
Uie  enactment  of  such  a  law  in  New  York  State  was,  however, 
not  novel.  It  had  been  urged  from  time  to  time  befor&  During 
recent  years,  however,  the  advocates  of  the  tax  have  devoted  their 
main  enei^ea  to  securing  the  federal  income  tax  amendment 
because  the  opposition  in  the  state  to  any  centrally  administered 
tu  was  so  extensive  as  to  make  it  unwise  to  urge  the  matter 
farther  and  because  it  was  considered  advisable  not  to  confnae 
the  two  in  the  minds  of  the  public.  There  were  also  many  staunch 
npporters  of  the  income  tax  who  doubted  the  possibility  of 
■uoeessfully  administering  a  state  income  tax.  The  experience 
of  WiscOTisin,  which  adopted  an  income  tax  in  1911,  and  the 
adoption  of  the  federal  sixteenth  amendment  in  1913,  however, 
cJeared  the  way  for  action  in  this  state. 

In  1915  a  committee  appointed  by  the  mayor  of  the  City  of 
New  Tork  recommended  the  adoption  of  the  income  tax.  It 
realised  that  the  time  for  attempting  to  separate  the  sources  of 
Mate  and  local  revenue  had  passed,  and  was  convinced  that  the 
classification  of  property  so  as  to  tax  different  kinds  of  property 
at  different  rates  would  prove  no  solution  of  the  difficulties  in 
this  state.  Thra«fore  the  committee  concluded  with  the  economists, 
experts  on  taxation,  and  some  far-sighted  public  officials,  that 
the  time  had  come  for  the  adoption  of  an  income  fas  in  |New 
Tork.  The  country  had  become  accustomed  to  the  federal  income 
tax  which  could  no  longer  be  jeopardized  by  the  adoption  of  the 
state  income  tax,  and  the  very  existenoe  of  the  federal  tax  was 
believed  greatly  to  simplify  the  administration  of  the  state  tax. 
Furthermore,  the  acute  financial  crisis  made  it  practically  certain 
that  the  localities  would  not  object  to  the  centralized  assessment 
of  the  income  tax,  without  which  the  plan  would  assuredly  have 
been  doinned  to  failure  —  provided  that  they  were  assured  of  a 
1231 
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snbstaotial  portion  of  the  yield  and  were  thus  in  a  position  to 
avoid  a  further  increase  in  the  tax  ntte  on  real  estate. 

In  1916  the  general  subject  of  taxation,  was  being  examined 
hj  a  joint  legislative  committee  of  which  Senator  Ogden  L.  MUls 
was  chairman.  The  Mills  L^slative  tax  committee  also  reported 
in  favor  of  an  inccnue  tax  witii  division  (^  the  yield  between 
State  and  locality. 

At  first,  however,  progresft  proceeded  only  to  the  point  of  aeoqit^ 
ing  ^e  princifde  for  corporations.  The  Emerson  Act  of  1917 
impoeed  what  is  to  all  intents  and  parpoees  a  corporate  income 
tax,  with  the  reception  that  public  utilities  and  mooied  eorpota,- 
tions  are  still  subject  to  the  old  system  of  capital  and  gioea 
receipt  taxes.  Then  came  the  acute  financnal  situation  in  thtt 
State  as  well  as  in  the  localities  and  the  appointment  of  thia 
Oommittee  in  1919.  After  much  d^ib^^ation  and  a  cnnplete 
examination  of  all  parts  c^  the  proUem,  we  prepared  and  reported 
a  bill  following  tlie  general  outlines  of  the  FedoTal  AcA  to  estat»~ 
lish  an  income  tax  in  this  State.  It  was  ad(q>ted  hj  the  Legisla- 
ture and  became  a  law  on  May  14,  1919. 

Belaiion  to  federal  Tax 

Doubts  were  felt  as  to  the  advisability  of  imposing  a  State 
income  tax  in  addition  to  the  existing  hi|;h  rates  of  tAe  Federti 
Inc(Hue  Tax.  The  objection  was,  upon  analysis,  found  to  apply 
to  the  imposition  of  any  additional  burdens.  But  notwithstand- 
ing the  hesivy  load  of  tax  burdens  resulting  from  wax  coDditiaw, 
the  needs  of  the  State  and  of  the  localities  bad  to  be  m«t;  and 
if  there  had  to  be  additional  taxes,  an  additional  income  tax 
seemed  to  afiFord  no  more  of  a  grievance  than  additional  taxes 
of  other  kinds,  perhaps  mare  burdenaome  and  less  productive^ 
On  the  contrary,  those  who  bad  become  accustomed  to  paying  a 
Federal  Income  Tax  could,  it  was  thought,  be  brought  to  p^y  an 
addition  thereto  at  a  low  rate  with  leas  hardship  than  would  be 
occasioned  l^  the  addition  of  one  or  more  taxes  of  a  new  and 
different  kind. 

It  was  thought  durable  to  avoid  an  nnneoessajy  multiplicity 
of  taxes,  and  to  harmonize  our  taxes  so  far  as  poesible,  with  the 
Federal  system  to  which  people  had  become  accustxHoed.  This 
consideration  was  paramount  in  determining  the  form  of  the  bill. 
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Tk€Bia 

It  was  fioggested  that  an  entirdiy  nev  and  original  draft  of  a 
ImII  m^t  be  more  closely  adapted  to  the  epeem  ccmditions  exist- 
ing in  New  York,  and  perbape  also  better  the  proyision«  of  the 
Federal  Law,  where  experience  had  diown  that  thty  could  be 
improved.  On  the  other  hand,  it  waB  seen  that  to  introduce  a 
new,  perhaps  eren  a  superior,  form  of  law,  would  compel  tax- 
pi^er*  to  conform  to  two  different  syvtemB,  and  tbns  would  bring 
about  in  part,  the  disadvantages  of  a  new  form  of  tax.  This 
practical  consideration  prevailed,  and  it  was  according  decided 
to  permit  taxpayers  to  follow  as  closely  as  possible  tbe  same 
principles  and  procedure  which  govern  the  Federal  Tax.  To 
that  end  the  new  law  was  so  dra%vn  as  to  copy  the  Federal  Law 
as  fiir  as  possible.  It  was  felt  that  practical  nniformi^  was 
better  than  theoretical  perfection. 

FedeniLmo 

It  wu  not,  however,  possible  to  f<dlow  tbe  Federal  Law  in  all 
respects.  The  limitations  on  the  jnrisdietion  of  a  State  called 
for  special  treatment.  The  Federal  power  extends  to  all  persons 
and  property  within  the  United  States,  without  regard  to  state 
lines;  the  problem  of  the  non-resident  alien  is  comparatively 
insignificant.  Not  so  with  a  State  Inc«ne  Tax,  Here  the  State 
tine  becomes  a  barrier. 

Jwudiction 

The  qnestkm  of  jurisdiction  is  fundamental  in  considering  a 
.State  Income  Tax.  On  what  jurisdictional  theory  shall  the  tax 
fae  imposed  t  Shall  it  be  a  purely  personal  tax,  to  be  imposed 
only  on  lesidents  of  the  State,  and  en  them,  be  measnred  by  their 
income  from  all  sooroeei  Or  shall  it  be  regarded  as  a  tax  levied 
on  ineomea,  considered  as  -property  subject  to  the  jurisdiction 
of  the  State,  and  as  soch,  to  be  levied  on  residents  and  non-resi- 
■lents  alike,  with  re^tect  only  to  their  income  arising  from  within 
the  State  ?  The  latter  course  was  recommended  by  the  Mills  Com- 
mittee, which  reported  to  tbe  New  York  Legislature  in  1916. 
Either  ground  of  jurisdiction  seems  to  be  legally  available  to  a 
State.  To  rely  on  eidier  alone  was  not  believed  adequate  to  the 
needs  of  the  situation  in  New  York  State.    To  limit  the  tax  on 
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residents  to  their  income  derived  from  within  the  State  would 
involve  the  abiiegati<Hi  of  a  large  amount  of  taxpayiug  abili^ 
clearly  subject  to  the  taxing  power  of  the  State.  On  the  other 
hand,  to  limit  the  tax  to  resident^)  would  exempt  a  great  amount 
of  wealth  produced  within  the  State  from  its  share  of  tex  burdieas, 
would  discriminate  heavily  against  residents,  would  encourage 
the  already  too  prevalent  practice  of  claiming  a  technical  residence 
in  adjoining  states,  and  so  would  bring  about  dificriminationa, 
unjust  because  depending  cm  technical  rather  than  substantial 
distinctions.  It  was  therefore  decided  to  adopt  a  combinaticm 
of  the  two  methods  and  to  make  the  tax  rest  on  both  grounds  of 
jurisdiction,  by  taxing  residents  of  the  State  on  their  entire 
income  from  all  Bouroe»,  and  non-residents  upon  their  income 
from  sources  within  the  State.  This  involved  the  adoption  of 
substantially  the  same  principle  as  that  of  the  Federal  Income 
Tax  in  its  treatment  of  citizens  or  residents  of  the  United  Statea 
on  the  one  hand,  and  of  nonresident  aliens  on  the  other,  but  the 
practical  application  of  the  principle  is  obviously  very  much 
more  difficult  where  State  lines  must  be  considered. 

Residence 

It  was  not  deemed  wise  to  attempt  to  prescribe  any  statutory 
criterion  for  determining  what  persona  should  be  deemed  to  be 
residents  of  the  State  for  the  purposes  of  tie  law.  Residence  is 
a  question  of  fact,  depending  on  many  circumstances,  and  has 
been  the  subject  of  many  judicial  decisions.  In  so  far  as  juris- 
diction, in  a  given  case,  depends  on  residence,  such  jurisdiction 
cannot  be  acqired  by  any  statutory  definiticm.  No  such  definition 
was  therefore  attempted.  In  order  to  prevent  evasion  of  the  tax, 
it  was  provided  that  a  person  who  becomes  a  resident  of  the 
State  between  January  first  and  March  fifteenth  of  the  year  when 
the  tax  is  levied,  measured  by  the  income  of  the  preceding  year, 
and  who  thus  would  escape  a  similar  tax  in  the  State  from  which 
he  removed,  shall  be  deemed  a  resident  for  the  purpose  of  the  tax. 

Rate 

The  tax  applies  only  to  indi^'iduals.  The  rate  of  tax  was  in  the 
original  draft  of  the  bill  fixed  at  2  per  cent  without  graduation. 
It  was  felt  that  the  high  graduated  rates  of  the  Federal  tax  made 
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iLy  ftdditi(nial  STstem  of  graduated  State  taxes  UDuecessarj ;  but 
ii  was  finally  deiuded  to  establish  three  steps,  the  tax  being  fixed 
ii  I  per  eaxt  on  the  taxable  oet  income  up  to  $10,000 ;  at  2  per 
'tut  on  the  excess  up  to  $50,000,  and  at  3  per  cent  on  the 

Tile  qnestion  of  imposing  a  higher  rate  of  tax  on  investment 
iixumta  than  on  labor  or  bnsinees  incomes  (sometimes  referred  to 
3f  ^oeimed  and  earned  incomes,  respectively)  was  discussed.  It 
was  concluded  that  in  the  interest  of  simplicity  and  in  view  of 
i^  graduated  ratee  of  Federal  income  tax  on  higher  incomes, 
wiiicli  in  effect  impose  a  higher  rate  of  tax  on  those  funded  incomes 
fhith  are  found  principally  among  the  lai^r  incomes,  no  further 
•:.-■  riminatioD  of  this  kind  should  be  proposed  at  the  time. 

Iwome  " 

In  defining  and  measuring  the  income  on  which  the  tax  was  to 
i*  Jiid,  care  was  takei^  first,  t^t  the  tax  should  not  be  a  tax  oa 
EI'«ciSc  objects,  bnt  a  general  tax  upon  tliose  subject  to  it  in  pro- 
i-nim  to  their  ability  to  pay,  as  measured  by  their  total  income, 
^d  that,  therefore,  the  base  should  be  as  broad  and  universal  as 
'-"^ible,  with  no  unnecessary  exemptions  j  second,  that  for  the 
'fuons  already  referred  to,  the  Federal  Law  should  be  followed 
'ifrever  possible. 

The  bill  accordingly  fcdlowed  for  the  moat  part  the  provisions 
'i  tfae  Federal  Law,  defining  gross  incomes,  fixing  the  measure 
'i  ^in  or  loss  on  the  sale  or  disposition  of  property  except  that 
^£lii«s  of  property  acquired  before  the  enactment  of  the  law  were 
;aifli  as  of  January  1,  1919,  instead  of  March  1,  1913,  referring 
■''  tbe  accounting  methods  to  be  used  (including  the  use  of  inven- 
''■rw)  and  the  periods  (taxpayer's  fiscal  or  calendar  year)  as  of 
"^ifh  income  Is  to  be  measured,  enumerating  the  deductions  to 
^  oade  from  gross  incomes  in  order  to  arrive  at  net  income. 

■■  "tends 
l^'ividends  from  corporations  are  included  in  the  taxable  income 
'■  '■iiieata,  but  not  in  the  taxable  income  of  nonresidents,  except 
''  :hey  form  a  part  of  the  income  of  a  business  carried  on  within 
'■"  State  by  a  nonresident.  This  provision  occasioned  much 
-iite.  Tbe  aiguments  for  following  the  Federal  rule  of  exemp- 
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titm  were  not  found  coupincii^  beoAUse,  Id  tita  fint  pl&ce,  the 
reaaon  for  the  federal  exemptioD  is  that  line  eorporatifai  haa  paid 
tbe  tax  OB  its  entire  iacome^  whereaa  tlie  State  of  N^ew  York  col- 
lects a  tax  from  eorporatioos,  onlj  on  that  pn>poTtioo  of  tfaeir 
income  which  is  earned  within  the  State;  and  in  the  second  place, 
the  Federal  exemption  of  divideude  is  extremely  limited,  extend- 
ing only  to  the  normal  tax,  dindends  being  eubjeot  to  the  Federal 
snrtaxee,  which  reach  at  hi^  rates  the  larger  ineomea,  including 
the  greater  part  of  the  dividends  paid.  Ccaifiequently  the  general 
principle  of  basing  the  t&x  on  the  aitire  income  without  unneces- 
sary ezemptiona,  was  allowed  to  prevail  with  regard  to  residents. 
With  regard  to  nonresidents,  the  case  was  different :  their  divi- 
<londs  could  have  been  subjected  to  tax  only  if  received  from 
domestic  corporations,  a  distinction  the  enforcement  of  which 
would  have  involved  a  discriminaticm  against  New  York  corpora- 
tions wliich  was  not  deemed  to  accord  with  pnUic  policy.  For 
this  reason  the  Federal  Law  was  departed  from  to  die  extent  of 
exempting  from  the  tax,  the  inc<Hne  oi  nonresidents  not  only  from 
stoc^  in  New  York  corporations,  but  also  frcmi  New  York  bonds 
and  bank  deposits,  not  coostituting  part  of  the  income  from  a  New 
York  business. 

Xonresidents 

Nonresidents  are  taxed  only  on  income  from  pn^erty  owned 
and  from  businesses,  trades,  professions  or  occupations  carried  on 
in  the  State.  Annuities,  interest  oa  bank  deposits,  interest  on 
bonds,  notes,  or  other  interest-bearing  obUgations,  and  dividends 
from  corporations,  received  by  nonresidents  front  within  the  State, 
are  not  subject  to  the  tax,  except  to  the  extent  to  which  the  same 
is  a  part  of  income  from  ai^  business,  trade,  profession  or  occu- 
pation earried  on  in  the  State.  Nonresidents  are  allowed  the  same 
dediicticms  as  residents,  if  and  to  the  extent  that  audi  deductitms 
are  connected  with  income  arising  from  sources  within  the  State, 
except  that  a  nonresident  is  allowed  to  deduct  losses  only  of  real 
or  tangible  property  located  in  the  State. 

Edtdes  and  Trusts 

Estates  and  trusts  are  subject  to  the  same  distinction  made  in 
the  Federal  Law,  between  income  accraing  to  an  individual  bene- 
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iiciaiy,  and  income  BOt  presently  aMignable  to  a  definite  bene- 
ficiary, and  therefore  z^arded  as  inoome  of  the  eet&te  or  trost  aa 
such.  The  estate  or  trust  of  a  resident  ia  taxable  on  its  entire 
income,  and  a  resident  beneficiaTy  of  an  estate  (whether  a  resident 
Of  nonresident  estate)  is  taxaUe  on  bis  entire  income,  as  in  the 
raae  of  otbCT  inoomea  of  residents.  Nonresident  estates  and  tmsta, 
with  respeet  to  the  income  received  by  the  estate  or  truat  as  such, 
and  nonresident  benoficiaries  of  estates  or  trosta  are  tasaUe,  in 
comnaoB  witii  noiiresid^itB  generally,  oniy  on  their  income  from 
wurees  vithin  the  state,  exdnding'  income  &om  haxsk  deposits  and 
from  seeonties. 

Fartnerakipt 

PartDershipe  are  treated  in  like  manner  as  in  tbe  federal  lam ; 
the  individnal  members  are  taxable  on  thnr  respective  ahAies, 
and  the  partnership  files  en  informatirai  retnm. 

Exemptions 

The  specific  exemptions  in  the  income  tax  law  are  fixed  at  the 
tame  amounte  aa  in  the  federal  law —  $1,000  for  a  single  person, 
and  $2,000  for  eae  married  or  the  bead  of  a  family,  together  with 
$200  for  each  dependent. 

Federal,  State  and  Mumeipal  Bonds 

Some  deviations  frcoE  the  roles  governing  the  federal  tax  were 
foDod  neeeaaaij  in  dealmg  with  bonds.  Interest  on  obligations 
<ii  the  United  States  and  its  posseseicms  was  exempted,  for  jiiris- 
dictional  xaaaona,  free  from  the  limitations  as  to  amount  fixed  by 
the  federal  law.  The  fedsral  law,  for  similar  reasons,  exempts 
interest  on  the  obligations  of  any  state,  territory,  or  any  political 
subdivision  thereof;  the  New  York  law  exempts  intercstoitheoUi- 
gatioiM  of  the  State  of  New  YoA  or  tA  any  mumicipal  covpcwation 
or  political  aobdiviaioD  thereof,  bat  net  isterest  oa  ^  obligatiom 
f4  any  otker  stale  or  mmneqwltty.  As  originally  draf  ted,  the 
ezaB|i^n  applied  only  ta  New  York  State  or  menieipal  hrnds^ 
issoed  bafare  the  paaaagB  of  the  law»  leaving  those  eubaeqneatly 
issaed  lohrlect  to  tax,  but  hj  amakdmaat,  th^  were  all  exempted. 

A  apeaak  excmptkn  was  ashed  for  mi  behalf  of  ownen  of 
mortage  secnritiea  «b  irbiA  a  xeeording  tax  of  one^ulf  c<  1 
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per  cent  had  been  paid,  under  a  lav  exempting  them  from  persooal 
property  taxation,  and  of  8<H>alled  "  secured  debts  "  or  inveetmeat 
securities  on  which  stamp  taxes  had  been  voluntarily  paid  under 
a  Buceession  of  laws  whereby,  during  the  period  from  1911  to 
1916,  a  payment  of  one-half  of  1  per  cent  on  the  face  value  secured 
a  similar  exemption  in  pOTpetuity,  during  certain  portions  of  19 1 5 
and  1916,  a  payment  of  three-quarters  of  1  per  cent  secured  a 
five-year  exemption,  and  during  1917  and  1918  an  exenii)ti.>:i 
of  from  one  to  five  years  could  be  obtained  by  paying  at  the  ra:^ 
of  one-fifth  of  1  per  cent  for  each  year  of  exemption  desired.  It 
was  contended  that  those  who  had  thus  purchased  exemption  fr>»t:i 
^le  personal  tax,  were  morally  entitled  to  exemption  from  the 
new  income  tax  as  well.  Such  exemption  was  granted  for  the 
unexpired  term  of  the  specific  period  for  which  exemption  ha-1 
been  purchased  under  the  1917  law;  but  not  with  respect  v> 
securities  under  which  tax  had  been  paid  under  earlier  law^. 
because  it  was  felt  that  the  holders  had  already  enjoyed,  in  the 
period  elapsed,  a  fair  equivalent. 

Reciprocal  Provisions 

Nonresidents  are  protected  against  double  taxation  by  a  special 
reciprocal  provision,  whereby  a  nonresident,  liable  to  income  Uix 
at  his  domicile,  shall  be  credited  on  hia  "New  York  income  tax 
with  such  proportion  of  the  income  tax  imposed  by  the  state  or 
country  of  his  domicile,  as  his  taxable  net  income  in  New  York 
bears  to  his  net  income  taxable  by  hia  home  jurisdiction,  pro- 
vided the  laws  of  the  latter  grant  a  substantially  similar  credit 
to  residents  of  New  York  or  impose  a  tax  on  the  incomes  cf  if.» 
residents  derived  from  sources  in  this  State  and  exempt  frtun 
taxation  the  personal  incomes  of  residents  of  this  State. 

Federal  Officials 

For  the  same  jurisdictional  reasons  which  operate  to  exempt 
flie  compensation  of  State  officials  from  federal  income  tax,  the 
present  law  exempts  the  compensation  of  federal  officials  auil 
emplc^ees  (including  persons  in  the  military  and  naval  forces  oi 
the  United  States),  but  the  compensation  of  state  and  munic- 
ipal officers  and  employees  is  subject  to  tax.  Officers  and 
omployees  of  the  United  States  are  allowed  the  exemptions  of 
$1,000  or  $2,000  in  addition  to  their  salaries. 
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Deductuma 

Exemption  is  granted  to  the  income  received  for  an  institation 
or  trust  for  religious,  charitable,  j^tanthropical,  edncaticmal,  or 
other  similar  specified  purposes,  and  used  for  each  purposes. 
Property  of  this  character  has  been  exempt  from  real  aud  personal 
proper^  taxation,  and  it  vas  felt  that  an  enUghteoed  public  policy 
required  the  same  exemption  with  respect  to  the  income  tax. 

In  the  case  of  nonresidents  the  deductiUe  contributions  or 
^fts  to  religiousi,  charitable,  scientific  or  educational  purposes 
aud  the  like,  are  limited  to  gifts  to  corporations  or  associations 
organized  under  the  laws  of  the  State. 

The  deducticm  of  interest  on  the  taxpayer's  indebteduees,  in 
arriTing  at  net  income,  differs  from  that  permitted  by  the  Federal 
Law.  The  latter  allows  all  such  interest  to  be  deducted,  except 
on  indebteduras  incurred  or  continued  to  purchase  cr  carry  non- 
taxaUe  securities.  This  aeemed  unworkable,  and  bo  the  State 
law  allows  instead  a  deduction  of  all  interest  paid  or  accrued 
during  the  year. 

Taxes  allowed  as  a  deduction  do  not  include  income  taxes  paid 
either  to  the  United  States  or  to  a  State.  After  considerable 
discussion,  it  was  concluded  that  the  taxable  base  ought  not  to 
be  affected  by  the  impositions  of  other  jurisdictions.  Burden- 
some double  taxation,  as  between  different  States,  is  guarded 
■gainst  by  the  reciprocal  credit  provision  above  referred  to. 

Withholding 

Withholding  at  source  was  deemed  necessary  only  in  the  case 
of  salaries  and  other  compensation  for  personal  services  paid  to 
nonresidents.  In  order  not  to  cast  on  the  employer  the  bunion 
of  deciding  at  his  peril  the  question  of  fact  as  to  the  resideuce 
of  an  employee,  the  law  requires  him  to  withhold  1  per  cent  or. 
die  first  $10,000,  2  per  cent  on  the  next  $40,000,  and  3  per  cent 
of  the  balance,  unless  the  employee  files  a  certificate  that  he  is  a 
resident  of  the  State.  A  requirement  of  withholding  at  the  rate 
of  2  per  cent  was  originally  inserted  in  the  law  when  the  bill  pro- 
vided for  an  income  tax  at  a  uniform  2  per  cent  rate.  Subse- 
locntly  the  sliding  scale  of  tax  was  adopted  without  changing  the 
•ithi^ding  provisicm.    This  oversight  was  remedied  in  1930  by 
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specific  amecdiueut.  In  an;  event,  the  employer  is  subject  to  no 
penfthy  for  failure  to  withlu^  or  make  retom  if  the  emplojee 
makes  retom  and  pays  his  tax. 

Returns 

Retunia  are  to  be  filed  bj  March  15th,  and  the  tax,  as  shown 
on  the  face  of  the  return,  paid  at  the  time  of  filing.  The  comp- 
troller haft  power  to  revise  the  return  and  ctnnpute  the  tax,  and  in 
caaes  of  failure  to  file  retain,  to  make  an  estimate  of  the  tax- 
payer's income  and  assesa  the  tax.  The  procedure  for  the  review 
of  the  comptroller's  assessment  is  similar  to  that  for  review  of 
the  state  tax  commission's  asaesaments,  under  the  corpwation 
franchiae  tax  law.  An  application  for  revision  of  an  asseeament 
may  be  filed  wiliiiii  one  year,  upon  which  the  taxpayer  is  entitled 
to  a  hearing,  and  the  determination  on  such  application  may  be 
reviewed  by  certiorari. 

Hetui-us  of  income  are  required  substantially  as  in  the  federal 
law;  they  are  to  set  forth,  so  far  as  may  be,  the  same  items  as 
called  for  by  the  federal  returns,  together  with  such  other  fact^ 
as  the  eomptridler  may  call  for.  Information  returns  are  required 
substantially  aa  in  the  federal  law. 

Adminidraiion 

The  administration  of  the  law  was  placed  in  the  hands  of  the 
state  comptroller.  There  was  unanimous  agreement  that  an 
income  tax  is  not  a  local  tax  and  could  not,  with  success,  be  levied 
by  local  officials,  as  is  the  local  real  and  personal  property  tax. 
The  bill,  as  originally  drawn,  entrusted  the  assesament  of  the  tax 
to  the  state  fas  commission,  which  now  assesses  franchise  taxes 
oa  corporations,  and  its  collection  to  the  state  comptroller,  who 
is  the  state's  fiscal  ofBcer.  As  the  result  of  a  political  compromiai*, 
the  bill  was  finally  amended  so  as  to  leave  for  the  time  being  the 
entire  administration  of  the  law,  including  the  assessment  as  well 
as  the  coHectiou  of  the  tax,  to  the  state  comptroller. 

The  comptroller  was  authorized  to  mate  such  rules  and  regula- 
tions, and  to  require  such  facta  and  information  to  be  famished, 
as  be  deoned  necessary  to  enforce  the  provisions  of  the  law.  This 
rule-making  power  is  of  unusual  importance,  because  it  was  not 
thought  wise  to  encumber  the  law  with  a  lai^  number  of  detailed 
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regulations  specif  jing  the  mamteT  of  its  applieatioo  in  every  pos- 
sible contingeQcy ;  but  iostead,  the  policj  was  adopted  of  laying 
{Lowu  in  the  law  the  [H'iDciples  which  should  control,  leaving  tlie 
msaner  of  applying  those  principles  to  particular  classes  of  eas^ 
u>  be  worked  out  by  the  more  flexible  method  of  regulations,  to 
be  made  and  altered  from  time  to  time,  as  experience  may  require. 
C<Mi8equently  the  practical  working  of  the  law  will  depend  largely 
on  the  r^ulations,  which  will  have  to  deal  not  only  with  matters 
oi  iffocedore,  but  also  with  tlie  sabfltautial  application  of  the  law 
in  such  matters  aa  the  apportionment  and  allocation  of  sources 
of  income  of  non-residents  and  of  the  deductions  with  respect  to 
such  sources  within  and  without  the  state. 

Penalties 

Penalties  are  similar  to  those  in  the  corporation  franchise  tax 
law.  For  failure  to  make  a  return,  or  for  a  false  or  fraudulent 
statement,  a  taxpayer  is  guilty  of  a  misdemeanor  and  subject  to 
fine,  not  exceeding  $1,000,  or  imprisonment  for  not  exceeding  one 
year,  or  both,  and  is  also  subject  to  twice  the  ordinary  rate  of 
taxation  on  the  amount  of  tax  not  originally  paid.  In  case  a 
delinquent  voluntarily  makes  a  correct  return  within  sixty  days 
after  it  is  due,  a  5  per  cent  penalty,  with  a  minimum  of  two 
dollars,  is  added  to  the  tax.  For  delay  in  payment  of  tax,  the 
penalty  is  5  per  cent,  plus  1  per  cent  per  month. 

The  law  contains  a  provision  making  it  unlawful  for  any  per- 
son to  agree  to  assume  or  pay  any  other  person's  income  tax,  and 
any  such  agreement  is  declared  to  be  null  and  void.  The  purpose 
of  this  provision  is  to  preaerve  the  equality  of  the  tax  by  prevent- 
ing the  shifting  of  its  burden.  It  was  vigorously  opposed  on  the 
erround  that  it  would  be  unenforceable,  but  it  was  decided  to 
retain  it,  if  only  for  its  moral  effect. 

Distribution  of  Tax 

The  proceeds  of  the  tax  are  to  be  distributed  between  the  state 
and  the  localities,  in  the  following  manner :  the  comptroller  is  to 
retain  in  his  hands  at  all  times,  a  fund  of  $250,000,  out  of  which 
to  pay  refunds  to  taxpayers.  Of  the  remainder,  50  per  cent  is 
paid  into  the  state  treasury,  io  the  credit  of  the  general  fund. 
The  other  50  per  cent  is  to  be  distributed  among  the  counties,  in 
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proportion  to  tbe  assesaed  valuations  of  real  estate  in  each  county. 
The  treasurer  of  ea<^  county  is  to  distribute  the  share  of  the 
county  among  the  towns  and  eities  in  the  coun^  in  proportion  to 
their  respective  real  estate  assessments,  each  city's  share  being 
paid  into  its  general  fund,  and  each  town's  share  being  credited 
against  the  county  tax  payable  by  it.  This  method  of  diBtributing 
the  tax  to  cities  and  towns  on  the  basis  of  their  unequslized  realty 
asseeaments  has  proved  more  powerful  than  any  other  provision 
of  law  in  securing  100  per  cent  assessments.  Its  ultimate  effect 
will  be  very  extensive. 

Oeneral  Property  Tax 

While  it  is  contemplated  that  the  income  tax  will  ultimately 
take  the  place  of  the  unworkable  general  property  tax  on  per- 
sonal property,  it  was  not  thought  possible  to  abolish  that  tax 
entirely.  The  law  does,  however,  exempt  from  the  personal 
property  tax,  money  on  hand,  on  deposit  or  at  interest,  bonds, 
notes  and  choses  in  action,  and  corporate  stocks,  owned  by  a 
person  subject  to  income  tax. 

When  the  bill  was  under  discussion,  at  the  last  moment,  there 
was  inserted  in  the  section  which  grants  exemption  to  intangible 
personal  property  subject  to  the  income  tax,  the  following  phrase: 
"  and  from  which  any  income  is  derived."  This  made  it  possible 
for  local  taxing  officials  to  maintain  a  taxability  under  the  general 
property  tax  of  all  "  intangibles  "  that  did  not  yield  an  income. 
This  created  great  confusion  and  raised  much  criticism.  It  is 
absurd  to  think  that  securities  or  other  intangible  personalty 
which  yield  no  income  at  all  should  be  taxed  at  the  ordinary  rate 
of  iwo  and  one-half  or  three  per  cent  on  the  value  of  the  property 
when  income  producing  securities  were  to  be  taxed  one  to  three 
per  cent  on  their  income.  It  was  intolerable  in  the  case  of  income 
yielding  personalty  to  be  forced  to  pay  the  general  property  tax 
rate,  and  it  is  certainly  an  absurdity  in  the  case  of  non-income 
yielding  intangibles.  The  only  consequence  of  such  an  interpre- 
tation was  to  create  annoyance  and  to  keep  alive  some  of  the  per- 
jury which  it  has  been  the  good  fortune  of  tbe  substituted  income 
tax  provision  to  diminish.  For  this  reason  this  Committee 
reported  at  the  next  session  and  the  Legislature  adopted  an 
amendment  to  the  law  eliminating  the  phase  in  qneeti<n|^' 
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Ihcoub  Tax  ADHUfisTRATioir 
Adminigtraiive  Organization 

The  administration  of  the  income  tax  in  the  Btate  of  New  York 
u  highly  centralized  and  ia  completely  under  the  jurisdiction  of 
a  single  3tate  department  —  the  income  tax  bureau.  The  income 
tax  bureau  maintains  its  central  office  iti  Albany,  but  for  the  con- 
renience  of  the  public  has  established  the  following  branch  offices 
for  dealing  with  individuals; 

1.  Albany  7.  Buffalo 

!.  New  Yort  8.  Rochester 

3.  Brooklyn  9.  Syracuse 

4.  Bronx  10,  Utica 

5.  Jamaica  11,  Elmira 

6.  White  Plains  12.  Binghamton 

13.  Kingston 

The  total  number  of  employees  of  the  income  tax  bureau  in 
Albany  and  in  its  district  offices  is  450,  all  of  whom,  with  the 
exception  of  the  director  and  four  assistant  directors  are  under 
the  classified  civil  service.  The  cost  of  administration  at  presmit 
salary  rates  is  approximately  a  million  dollars  per  year.  During 
die  first  year  the  cost  of  administration  was  $784,000,  and  the 
amount  collected  $37,070,411.45  to  December  31,  1920.  In 
wthcr  words,  the  cost  of  administration  during  the  first  year 
amounted  to  slightly  orer  two  per  cent  of  the  amount  collected. 
The  total  number  of  returns  filed  with  the  income  tax  bureau 
ibrough  its  district  offices  was  826,564.  The  cost  per  return  is, 
therefore,  a)>proximately  $1.21,  whicli  compares  very  favorably 
with  the  oost  per  return  in  other  states. 

Central  Office 

The  central  office  of  the  income  tax  bureau  is  located  in  Albany, 
It  is  in  chai^  of  the  director  of  the  income  tax  bureau  and  is 
divided  into  the  following  seven  divisions : 

1.  Administration  4.  Audit 

2.  Files  5,  Investigation 

8,  Collection  6-  Information  and  pnWicity 

7,  Statistics 

I!  0,1,7,7,1  hy^COO^^lC 


m 

The  administratioii  divbkiu  is  responsible  for  the  administra- 
tion of  tbe  Alban;  office,  tlie  supervision  of  the  Albany  office, 
ioduding  general  services,  handling  of  mail  and  correspondence. 
It  is  respoBsible  for  purchasing  and  distributing  supplies, 
furniture  and  printing  for  the  entire  department.  It  handles 
the  personnel  records  and  relations  with  the  civil  service  com- 
missioD. 

Tbe  files  division  is  in  direct  charge  of  all  £lee  ly>th  in  the 
central  office  in  Albany  and  in  the  district  office  in  Albany.  It 
has,  also,  general  and  supervisory  charge  of  office  files  of  the 
district  offices. 

The  collection  division  is  responsible  for  tbe  supervisioD  of 
district  offices  in  so  far  as  income  tax  collectioDS  are  concerned. 
It  audits  collectors'  accounts,  distributes  the  funds,  collects  addi- 
tional assessments  and  delinquent  taxes  and  makes  all  refunds. 

The  audit  division  audits  all  income  tax  returns.  It  also  makes 
audits  in  the  field  of  books  of  taxpayers  and  delinquents.  Due 
CO  the  work  of  this  division  over  $1,000,000  additional  will  be 
collected  from  taxpayers  who  have  underestimated  the  amount  of 
the  tax  due  the  State. 

The  investigation  division  is  responsible  for  securing  informa- 
tion about  those  who  have  failed  to  file  returns.  It  has  access  to 
the  federal  income  tax  returns  under  the  reciprocal  provision  of 
the  State  income  tax  law,  and,  on  the  basis  of  this  material,  and 
abo  on  the  basis  of  carefully  planned  examinations,  discovers 
those  who  have  failed  to  file  income  tax  returns.  Due  to  the 
efforts  of  this  division  over  $175,000  has  been  collected  from 
delinquents. 

The  information  and  publicity  division  is  res]>onsible  for  pre^ 
paring  the  pubticity  released  through  newspapers,  the  bulletins 
which  are  sent  to  district  offices  and  for  handling  general  inquiriee 
relating  to  the  law,  regulations  and  rulings  of  the  department. 
It  also  publishes  the  rulings  and  regulations  for  the  use  of  the 
income  tax  bureau  itself  and  for  distribution  to  the  public. 

Tbe  statistical  division  is  responsible  for  preparing  classifica- 
tions and  tabulations  of  income  tax  statistics  for  use  by  the 
director,  the  comptroller,  the  governor,  the  State  L^slature  and 
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ioTpmrti  public  circulation.  The  information  prepared  by  the 
Aitistieal  divisiou  has  be«u  icdispensable  to  your  COTnmittee  in 
ansiderii^  tlte  various  income  tax  amendments  iriiich  hrre  heeo 
urged  tram  time  to  time. 

Diririct  Office  OTgamzation 

Eftch  district  office  is  responsible  for  (1)  collecting  income 
tiHB,  (2)  making  field  audits  of  such  returns  as  may  be  referred 
to  tlie  district  office  by  the  central  office,  and  (3)  carrying  on 
inrestigationf^  WOTk  under  the  direction  erf  the  central  office. 

Eadi  district  office  is  in  charge  of  a  district  director.  The 
larger  district  cffices  are  organized  with  the  following  main  seo- 
tions:  a  mail  section  for  handling  all  inccsning  and  outgoing  cor- 
respondence; an  information  section  for  explaining  income  tax 
nutters  to  the  public ;  an  investigation  section  which  works  in  con- 
junction with  the  investigation  division  of  the  income  tax  bureau ; 
»  field  audit  section  which  works  with  the  audit  division  of  the 
income  tax  bureau,  and  a  cashier's  department.  The  cashier's 
<lepartment  performs  the  important  function  of  collecting  all 
bcome  taxes  paid  at  the  district  office.  The  cashier's  department 
is  divided  into  the  following  sections :  returns  examination  section, 
wbich  checks  over  the  returns  merely  to  see  that  payments  ten- 
dered agree  with  amounts  listed  as  due;  a  teller's  section,  which 
aftually  receives  the  cash  or  the  checks;  a  listing  section,  which 
prepares  lists  of  those  submitting  returns,  and  a  bookkeeping 
section,  which  keeps  the  books  of  the  district  office.  The  organiza- 
tion of  the  district  office  here  outlined  is  varied  to  meet  the  con- 
ditions, and  in  many  cases  sections  are  consolidated  under  a  single 
individual.  This  is  especially  true  in  the  smaller  districts. 
Clerical  forces  are  also  shifted  from  section  to  section  to  meet 
fCr'sonal  demands. 

Of^.ce  Methods  and  JtesnUs 

The  audit  of  returns  filed  during  1920  will  he  completed  before 
the  1921  returns  will  be  submitted.  This  result  was  securi'd 
'hrough  speeding  up  the  work  of  the  bureau  and  the  introduction 
"if  efficiency  and  production  ratings.  Each  working  unit,  whether 
intbe  administration  division  or  in  the  iiiidit  division,  is  reriHii-ed 
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to  report  each  day  the  quantity  of  work  completed.  In  the  investi- 
gation division  careful  cost  accounts  have  heea  maintained  in 
order  to  guarantee  that  all  investigation  undertaken  by  iho 
division  shall  more  than  pay  for  itself  through  the  amount  of 
additional  taxes  collected  as  a  result  of  the  investigation.  Up 
to  Januaiy  ISth,  for  example,  the  amount  collected  per  day  per 
investigator  working  in  the  field  amounted  to  $19.66,  while  the 
cost  of  such  investigation  was  approximately  half  that  sum.  The 
eiHciency  records  for  stenographers  indicate  a  very  extmsive 
improv«nent  during  the  montha  that  the  income  tax  bureau  has 
be«Q  in  operation.  Many  individual  stenographers  have  increased 
.the  number  of  letters  per  hour  from  eight  to  twelve  since  their 
appointment  in  the  income  tax  bureau. 
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OHAPTES  IV 
InooDM  Tix  Exemptioiu 

The  Policy  of  the  Committee 

When  the  present  income  tax  law  waa  before  the  committee 
for  conaideration,  and  also  since  ita  adoption,  v&tious  proposals 
and  su^eetions  have  been  made  as  to  exemptions.  It  has  been 
the  poli<7  of  the  committee  to  allow  no  doubtful  exemptions. 
Unless  compelling  reasona  of  public  policy  or  of  adminiatratiye 
or  jurisdictional  necessity  could  be  shown,  we  have  ruled  against 
any  restriction  of  the  income  tax  base  We  have  endeavored  to 
make  the  tax  as  all  inclusive  as  possible  in  order  that  it  might  - 
be  truly  democratic  in  its  application  and  sufBciently  productive 
at  low  rates. 

Public  Bonds 

The  exemptions  which  were  written  into  the  inc<nne  tax  law 
have  been  reviewed  briefly  in  tiie  last  chapter.  It  will  be  seen 
that  the  policy  of  the  committee  has  been  consistent  throughout. 
In  one  particular,  however,  the  committee  was  of  the  opinion  that 
even  a  further  restriction  of  exemptions  was  desirable.  This  was 
in  the  exonptitHi  of  income  from  state  and  municipal  bonds.  It 
.'^med  to  the  committee,  after  considerable  atiidy,  that  tax 
exemption  for  such  securities  was  unnecessary  under  the  income 
tax,  thcu^  thtiir  exemption  from  the  general  property  tax  is 
justifiable  because  of  the  many  injustices  of  that  form  of  taxation 
when  applied  to  intangible  personal  property.  The  committee's 
investigation  showed  that  the  financial  saving  to  the  State,  to 
cities  and  towns  through  the  marketability  of  bonds  at  low  rates 
of  interest  because  of  their  eotemption  is  unquestionably  more  than 
offset  by  the  loss  of  revtmue  due  to  the  exemption.  We  are 
therefore  of  the  opinion  that  steps  should  be  taken  as  soon  as  is 
practicable  to  abolish  all  income  tax  exemptions  for  future  issues 
and  to  seciire  an  agreement  with  the  Federal  Government  with 
regard  to  future  federal  bonds. 
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New  Problem  of  Public  Bonds 

The  time  has  now  come  /or  a  determined  stand  on  the  part  of 
State  govemmenta  against  ^  further  extension  and  for  the  posi- 
tive restriction  of  tax  exemptions.  The  extension  of  govern- 
mental activities  during  recent  years  and  the  proposed  expansion 
atill  under  way  has  created  an  entirely  new  situation  with  regjtrd 
to  governmental  bonds.  The  Federal  government  has  undertaken 
vast  public  improvements  and  financial  ciitci' prises,  auch  as 
the  Panama  Canal,  the  Alaskan  Railroad,  and  the  Farm  Loan 
Bankfi.  S^ate  governments  have  built  canals,  bridges  and  high- 
ways, and  undertaken  large  hospita],  institutional  and  educational 
projects  originally  financed  largely  from  borrowings.    Cities  are- 

.  digging  subways,  buying  busses,  erecting  electric  light  and 
power  plants  and  embarking  on  extensive  improvement  projects,, 
all  of  which  are  financed  primarily  by  the  sale  of  tax  exempt 
securities.  Government  is  slowly  invading  a  field  which  has 
heretofore  been  left  to  private  enterprise  and  is  financing  the 
capital  outlays  which  make  this  possible  by  the  issuance  of  tax 
exempt  securities.  This  fact  creates  an  entirely  new  eituaticm 
and  your  committee  has  ccane  to  the  ooncluaion  that  the  only 
sound  policy  to  be  pursued  from  now  on  is  to  require  the  market- 
ing of  all  public  securities  without  the  exemption  features. 

A  serious  result  of  the  present  policy  waa  emphasized  by  Secre- 
tary- of  the  Treasury,  Carter  Glass,  in  his  annual  report  for  1919. 
Our  attrition  has  been  called  to  the  fact  that  there  are  already 
outstanding  some  fourteen  billions  of  dollars  of  tax  exempt 
securities.  Many  experienced  financiers  have  stated  that  Ibis 
great  mass  of  exempt  capital  is  an  important  factor  in  the 
financial  stringency  and  that  tax  exemption  has  also  ser\'ed  to 
encourage  municipal  extravagance.  It  has  certainly  served  to 
undermine  the  efiicacy  of  the  federal  income  tax  system  and  ha3 
forced  the  retention  of  tax  rates  which  could  have  been  lowered 
if  tho  income  tax  base  had  not  been  narrowed  by  siu-h  extensive 
exemptions.     One   of    the   injurious   by-products    of   the    indis- 

.  criminate  exemption  of  public  bonds  has  been  the  withdrawal  of 
capital  from  the  mortgage  investment  market.  At  a  time  when 
the  building  of  homes  was  of  paramount  importance,  the   tax 
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system  has  indirectly  lured  private  investors  to  place  their  funds 
in  other  aecnritiee. 

The  Question  of  Mortgage  Exemption 

When  the  income  tax  bill  was  first  before  your  GcHumitteo,  there 
irere  tbiwe  who  appeared  and  urged  the  entire  exemption  of 
income  derived  from  mortgages  on  the  ground  that  mortgages 
repreeoit  part  ownership  in  property  which  is  already  taxed.  Ab 
was  to  have  been  expected,  those  with  single  tax  leanings  and  those 
interested  in  the  mortgage  investment  market  were  prominent 
in  this  demand  for  exemption.  At  that  time  the  (Hnnmittee  took 
the  position  that  the  tax  which  they  were  preparing  was  not  a 
tax  on  prc^rty  hot  a  tax  on  the  individual  and  that  the  measure 
of  the  ability  of  the  individual  to  contribute  to  the  support  of 
the  government  wae  to  be  determined  by  the  size  of  his  entire 
net  income  and  was  not  affected  by  the  source  of  bis  income  or  the 
type  of  prt^iorty  from  which  it  is  derived,  except  where  some 
recognition  of  the  source  was  imperative  for  jurisdictional  at 
practical  teastnis.  In  accordance  with  this  policy,  the  income 
tax  law  includes  income  from  mortgages. 

Daring  the  1920  regular  session,  and  particularly  during  the 
special  session  of  that  year,  powerful  pressure  was  brought  to 
bear  in  support  of  mortgage  exemption.  While  this  new  demand 
for  mortgage  exemption  came  largely  frwn  the  same  sources  as 
before,  the  arguments  advanced  were  based  entirely  on  the 
housing  crisis.  At  both  the  r^uler  session  and  at  the  special 
session  your  committee  devoted  very  serious  study  and  thought 
to  the  many  problems  involved  in  the  proposed  exemptions.  It 
was  our  policy  to  hear  all  sides  of  the  question  (tnd  to  secure 
the  advice  of  those  best  qualified  to  furnish  us  with  the  required 
information. 

Results  of  the  Commiitee's  Study 

As  a  result  of  the  committee's  investigation  of  the  mortgage 
exemption  problem  it  became  clear  that  undue  «mphasis  had 
been  laid  by  many  exemption  advocates  on  the  shortage  of 
mortgage  money  as  a  factor  in  the  housing  crisis.  It  was  evident 
that  fear  on  the  part  of  investors  and  builders  that  the  cost  of 
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housing  ccmstniction  voold  recede  in  the  sear  future,  played  a 
far  more  important  part  iu  the  situaticH)  than  capital  shortage, 
In  fact,  much  of  the  capital  shortage  was  traceable  to  this  feai 
rather  than  to  any  indirect  effect  of  the  tax  system.  The  investor 
f««Lred  the  shrinkage  of  his  security  more  than  the  alight  curtail- 
ment of  his  income  throu^  taxation.  The  labor  situation,  the 
contracting  rings,  the  building  material  uncertainties,  ftnd  the 
•  anti-rent  profiteering  l^slaticm  were  elements  of  real  importance, 
in  the  opinion  of  this  committee,  playing  a  far  more  important 
part  in  the  housing  shortage  than  the  taxatirm  of  mortgagee. 

The  Plane  Submitted 

The  various  plans  submitted  each  demanded  careful  examina- 
tion. The  exemption  of  new  home  mortgages  had  many  advocates. 
The  advantage  of  the  plan  was  that  it  confined  the  exemption  of 
mortgage  to  new  homes,  thus  meeting  the  immediate  need  and 
encouraging  the  construction  of  new  dwellings.  This  plan  was, 
however,  entirely  impracticable.  .AH  of  the  larger  mortgage 
-  companies,  savings  banks  and  life  insurance  companifs,  aa  well 
aa  many  economists,  urged  that  the  mortgage  market  is  a  unit 
and  that  it  would  be  impossible  to  exwnpt  one  class  of  liiortgiiges 
alone.  It  was  stated  that  the  exemption  of  new  home  mortgagee 
would  result  in  the  calling  of  open  mortgages  in  the  effort  to  free 
the  capital  for  investment  in  the  more  profitable  new  home 
mortgages  with  disastrous  results.  It  would  produce  a  panic  in 
the  mortgage  market  which  would  in  the  end  injure  new  housing 
construction  as  much  as  it  would  encourage  it. 

Recognizing  the  impoasibility  of  limiting  the  exemption  of  new- 
home  mortgages,  many  organizations  and  individuals  advocated 
the  exemption  of  all  mortgages  up  to  $40,000  for  any  single 
individual.  It  was  urged  that  this  plan  would  limit  the  exemption 
so  that  the  very  wealthy  could  not  escape  any  considerable  amount 
of  taxation,  while  at  the  same  time  it  would  produce  a  larse 
amount  of  mortgage  money  which  could  be  used  in  housing.  On 
examination,  thp  following  weaknesses  of  the  plan  developed: 

1.  The  extension  of  the  exem]>tion  to  all  mortgages  wonW 
encourage  all  construction.  The  mortgage  exemption  granted 
in  the  effort  to  meet  the  housing  crisis  woiild  he  utilized  tc 
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eocounge  all  other  kinds  of  Kouaing,  such  as  factories,  office 
buildingB,  theatres  and  warehouses.  Under  such  circum- 
stances it  was  clear  that  the  material  shortage  and  the  labor 
shortage  and  the  hig^  costs  which  always  attend  a  shortage 
would  only  be  aggravated,  and  that  while  more  money  might 
be  available  building  costa  would  iiicrea«e  and  thus  the  con- 
stmction  of  houses  would  again  be  discouraged.  Housing 
liad  already  shown  an  inability  to  compete  with  factories, 
office  buildings  and  other  commercial  structures  in  attract- 
ing new  capital,  and  it  seemed  probable,  if  encouragement 
were  extended  to  construction  in  general,  that  housing  would 
not  benefit  to  any  large  extent  in  the  immediate  future. 

2.  The  exemption  of  mortgages  under  the  New  York  State 
income  tax  would  in  effect  grant  a  state  exemption  to  resi- 
dents who  bad  invested  in  mortgages  upon  real  estate  outside 
of  the  State  of  New  York.  Only  the  final  exemption  proposal 
confined  the  exemption  to  incomes  from  mortgages  on  prop- 
erfv  in  the  State  of  New  York.  In  ether  words,  we  were 
.isted  through  exemption  to  encourage  construction  in  other 
States  as  well  as  in  the  State  of  New  York. 

3.  It  was  extremely  doubtful  whether  mortgage  exemp- 
tion with  the  $40,000  limit  would  produce  any  appreciable 
amcnnt  of  new  capital  for  building  construction.  Even  with 
exemption  from  both  the  New  York  State  and  the  federal 
iDeome  taxes,  mortgages  could  not  compete  in  the  market 
with  gilt  edge  taxable  securities  and  bonds  which  were  selling 
on  a  6.  7,  and  8  per  cent  basis,  except  for  those  with  incomes 
above  $20,000.  It  is  only  when  we  pass  the  $20,000  income 
class  that  the  prt^essive  income  tax  rates  are  heavy  enough 
to  make  6  per  cent  tax  exempt  mortgages  a  more  advan- 
lageou3  investment  than  other  taxable  securities  that  are  now 
available.  In  other  words,  the  only  individuals  who  might 
be  interested  in  tax  exempt  mortgages  are  those  with  incomes 
aWe  $20,000.  The  second  fact  of  imjwrtance  in  this  ccn- 
neolion  is  that  the  number  of  such  individuals  is  strictly 
limited.  In  1917  there  were  only  18,000  indiviiluals  in  the 
State  of  New  York  with  incomes  above  $20,000.  At  the 
prpsont  time  it  is  estimated  theie  arc  not  less  than  ,10,000.   , 


If  «ach  one  of  these  individuals  took  the  full  940,000 
allowed  him,  the  total  product  would  be  $1,300,000,000  of 
mortgage  money.  At  the  time  the  coininittee  was  consideriDg 
the  matter  it  was  estimated  that  there  were  six  billion  dollars 
of  mortgages  on  New  York  State  real  estate.  It  was  thus 
clear  that  the  amount  of  capital  which  might  be  encouraged 
to  enter  the  mortgage  market  through  mortgage  exemption 
could  be  entirely  swallowed  up  in  existing  mortgages  without 
the  construction  of  a  single  building,  to  say  nothing  of  the 
construction  of  a  single  home.  In  view  of  tlie  fact  that  resi- 
dents of  the  State  of  New  York  hold  millions  of  dollars 
w<Mrth  of  mortgages  on  property  in  western  states,  it  was  dear 
that  the  plan  of  mortgage  exemption  with  a  $40,000  limit 
would  not  produce  any  large  amount  of  new  money  for  home 
building. 

Tacitly  recognizing  the  fallacy  to  which  the  committee  here 
calls  attention,  the  mortgage  exemption  advocates  abandoned  the 
$40,000  limitation  and  finally  sought  complete  exemption  for  all 
mortgages.  It  was  intimated  to  members  of  the  committee  that 
the  $40,000  limitation  had  been  utilized  by  some  from  the  fir^t 
merely  to  allay  the  fears  of  those  who  opposed  extended  exemp- 
tions and  that  once  the  exemption  projiaganda  was  well  underway, 
the  limitation  feature  was  to  have  Iweu  dropped. 

The  plan  for  the  total  exemption  mised  auew  the  problem  of 
exempt  securities  which  has  been  discussed  alwve.  On  the  basin 
of  the  best  evidence  available,  it  a[)peaiTd  that  there  was  approxi- 
mately thirty  billions  of  dollars  invested  in  mortgages  in  the 
United  States,  of  which  at  least  six  billions  represent  New  York 
State  property.  The  suggestion  that  this  stupendous  amount  of 
capital  should  he  entirely  exempted  under  the  New  York  St-ate 
Income  Tax  and  later  under  the  Federal  Income  Tax  appeared  to 
the  eonmiittee  to  be  entirely  impossible.  The  income  tax  system 
has  already  been  seriously  undermined  by  the  issuance  of  four- 
teen billions  of  dollars  of  tax  exempt  securities.  What  wouW 
I)e  the  result  if  thirty  billions  of  dollars  of  mortgages  were  added 
and  the  total  mass  of  exempt  intangibles  raised  to  forty-four 
billions  t 
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In  addition  to  this  primary  defect  of  tbe  plan  of  limitless  mort- 
gage exemption,  it  must  be  remembered  that  here  also  the  exemp- 
tion applies  to  all  mortgages  and  that  the  benefit  to  housing  would 
be  only  incidental.  As  has  been  pointed  out  above,  it  aj^ared  to 
your  committee  that  housing  could  not  expect  to  benefit  by  this 
exemption  until  all  other  more  profitable  building  needs  had  been 
met.  In  other  words,  mortgage  exemption  would  not  build  new 
houses  until  we  should  have  caught  up  with  the  demand  for  new 
office  buildings,  new  warehouses,  new  theatres,  etc.  As  originally 
presented  the  plan  of  limitless  mortgage  exemption  also  called  for 
a  Xew  York  State  exemption  for  the  benefit  of  building  construc- 
tion in  other  states. 

The  advantage  which  limitless  exemption  had  ovev  the 
plan  of  limiting  exemption  to  $40,000  for  each  individual 
was  that  limitless  exemption  would  certainly  furnish  a  great 
deal  more  capital.  It  is  to  he  noted,  however,  that  this 
capital  would  come  almost  entirely  from  those  with  incomes  over 
$20,000.  Contrary  to  the  arguments  advanced  by  many,  tax- 
exempt  mortgages  would  not  appeal  to  those  with  small  incomes, 
who,  because  of  the  low  income  tax  rates  to  which  they  were 
subject,  could  more  profitably  invest  in  other  securities  at  present 
market  rates. 

The  final  form  in  which  mortgage  exemptions  was  advocated 
limited  the  exemption  to  mortgages  on  New  York  State  real 
estate.  This  limitation  removed  one  of  the  faults  of  the  other 
proposals,  but  introduced  certain  rather  serious  administrative 
difficnlttes. 

BeUilion  to  Federal  Exemption 

All  of  the  mortgage  exemption  plans  advanced  before  your 
committee  presupposed  a  similar  federal  exemption.  In  fact  the 
exemption  advocates  themselves  stated  repeatedly  that  New  York 
State  exemption  was  of  no  value  without  federal  exemption,  and 
that  the  campaign  for  exemption  here  was  of  value  chiefiy  as  a 
precedent  for  federal  action.  We  therefore  endeavored  to  ascer- 
tain what  the  prospects  were  for  the  passage  of  an  amendment 
to  the  Federal  Income  Tax  Law  exempting  mortgages  from  taxa- 
tion, and  learned  that  limitless  exemptions  had  not  even  be^ 
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considered  seriously  and  that  exemption  with  a  $40,000  limit 
had  been  considered  but  that  it  had  been  determined  not  to  permit 
any  further  restriction  of  the  income  tax  base  through  such  an 
exemption. 

One  Indirect  Result  of  Mortgage  Exemption 

Whenever  a  change  is  made  in  a  fiscal  system,  it  is  liable  to 
cause  undue  hardship  for  those  who  happen  to  be  in  an  unfavor- 
able position  at  the  time  of  the  change  or  to  create  lor  those  who 
happen  to  be  in  a  favorable  position  an  unearned  and  fortuitous 
increment  of  wealth.  The  imposition  and  repeal  of  tariffs  has 
more  than  once  produced  such  results.  The  assumption  of  the 
State  debts  by  the  federal  government  in  1790  furnishes  another 
example.  The  enactment  and  repeal  of  tax  measures  can  produce 
the  same  general  consequences.  Your  committee  has  therefore 
scrutinized  all  tax  measures  which  have  come  before  it  to  ascer- 
tain, where  possible,  the  fortuitous  results  which  might  follow 
their  adoption.  In  the  case  of  mortgage  exemption  it  was  clear 
that  the  exemption  would  serve  to  enhance  the  value  of  present 
mortgages  very  considerably.  A  twenty-year  6  per  cent  $50,000 
mortgage  which  still  had  fifteen  years  to  run  could  certainly  be 
sold  on  a  4^  per  cent  basis,  that  is  for  $70,000,  if  it  suddenly 
became  exempt,  to  those,  for  example,  who  are  now  investing  in 
the  Liberty  Bonds  of  the  third  issue  which  are  exempt  to  any 
amount  on  a  4.01  per  cent  basis.  An  individual  now  paying  the 
lower  income  tax  rates,  or  a  mortgage  or  trust  company  would 
thus  profit  very  considerably  on  all  mnrtgacies  now  held  if  they 
were  made  exempt  from  taxation.  This  fact  caused  the  com- 
mittee to  proceed  with  some  faution  before  fnllowin;;  the  sug- 
gestions of  the  representatives  of  those  monied  corporations  ■whii-h 
hold  a  large  part  of  the  mortgages  now  outstanding  who  took  such 
a  prominent  part  in  the  mortgage  exemption  propaganda. 

Conclusions  and  Recommeiulations  of  the  Commiitee 

As  a  result  of  these  considerations  and  of  the  studies  of  the 
Committee,  it  was  determined  not  to  advocate  the  exemption  of 
mortgagee  in  any  form  but  rather  to  call  the  attention  of  the 
Legislature  and  the  public,  first,  to  the  danger  of  destr<^ing  the 
inoome  tax  by  restricting  its  base  and,  second,  to  the  need  of 
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recoDsidering  the  entire  question  of  tax  exemption  in  the  light 
of  the  new  sitoation.  It  is  our  belief  that  the  income  from  State, 
mwiicip«l  and  federal  bonds  should  be  taxed  as  other  inoome,  and 
that  practical  Bteps  to  secure  this  result  should  be  undertaken  in 
the  immediate  future. 
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'  CHAPTERT 

Aaessment  Problems 

In  the  Retrenchment  Section  of  this  Committee'e  report,  which 
was  published  as  Legislative  Document  No.  80  of  1920,  the  oon- 
cluaions  of  the  Committee  with  r^ard  to  local  assessment  prob- 
lems were  presented  in  considerable  detail  Our  examination  of 
the  operation  of  present  assessment  laws  and  practices  developed 
the  fact  that  thera  is  ncixi  not  only  of  local  reforms  in  assessment 
practices,  but  also  of  the  am^idment  of  the  State  constitution 
and  of  State  law.  The  chief  assessment  problems  demanding 
State  action  are: 

1.  The  assessment  of  railroad  property 

2.  The  equalization  of  assessments 

3.  The  assessment  of  tangible  personal  property 
i.  The  organization  of  local  assessment  machinery 
6.  A  uniform  date  of  assessment 

The  Assessment  op  Railboad  Phoperty 
Under  the  laws  of  the  State  of  New  York,  the  local  assessors 
are  responsible  for  the  assessment  of  the  property  of  the  railroads 
except  for  special  franchises  which  are  assessed  by  the  State.  The 
practical  results  have  been  unsatisfactory.  The  local  assessor  is 
not  in  a  position  to  know  the  value  of  the  entire  railroad  system 
and  to  assign  to  his  tax  district  the  proportionate  values  involved. 
Nor  is  he  able  to  arrive  at  the  value  of  trestles,  bridges  and  tun- 
nels. In  one  case  a  local  assessor  is  reported  as  neglecting  to 
assess  a  tunnel  entirely  because  as  he  said :  "  I  never  could  see 
how  a  hole  in  the  ground  was  worth  anything." 

The  results  of  the  present  system  are  indicated  by  the  chart 
here  presented.  While  the  information  which  forms  the  basis 
of  this  chart  was  collected  by  the  State  Tax  <!7ommi3sion  in  1916, 
few  radical  changes  have  been  made  since  that  time.  The  rela- 
tive assessments  may  be  accepted  as  substantially  unchanged. 
There  seems  to  be  but  one  conclusion  to  which  a  study  of  this 
chart  would  lead :  local  assessors  cannot  be  expected  to  assess  the 
rights  of  way  and  main  stem  of  the  railroads. 
[48] 
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An  examinatioQ  of  the  methods  of  aaeesslDg  railroad  prop- 
erty in  othnr  Btatee  shows  that  the  same  difficulties  have  been 
encountered  in  every  state.  Piecemeal  aaseBBments  bj  local 
usesBors  are  an  absolute  failure.  In  a  majority  of  the  statea, 
tad  in  all  of  the  more  progressive  states,  the  system  stiil  used  in 
this  State  has  been  abandoned.  In  those  states  in  which  a  tax 
oD  the  real  property  is  in  force,  the  most  satisfactory  system 
seems  to  be  that  in  which  the  assessment  is  left  to  the  State  Tax 
Department. 

EQUAI-tZATIOIt    OF   AafiBBSMEnTS 

Because  of  the  different  standards  of  assessment  in  the  various 
cities  and  towns  of  the  State,  and  the  inequality  which  would 
reeult  if  ass^sed  values  as  made  by  the  local  assessors  were  taken 
as  the  basis  for  the  distribution  of  the  county,  State  and  school 
district  taxes,  provision  has  been  made  by  law  for  the  equalization 
of  tax  burdens.  This  equalization  as  between  the  cities  and 
towns  of  a  county  is  entrusted  to  the  board  of  county  supervisors 
by  the  State  Tax  Act,*  though  provisions  is  also  made  for  the 
delegation  of  this  work  by  the  supervisors  to  a  board  of  three  com- 
missioners of  equalization  to  be  appointed  by  the  supervisors, 
one  from  the  cities  of  the  county,  one  from  the  towns,  and  one 
from  outside  the  county,  but  from  within  the  same  judicial  dis- 
trict. In  Oneida  county  a  board  of  equalization  of  seveu  mem- 
bers, and  in  £rie  county  a  board  of  two,  with  a  third  member 
added  in  case  of  disagreement,  have  been  established  by  special 
ects,-t- 

The  conferences  held  by  this  Committee  would  indicate  that 
the  present  methods  of  equalization  are  thoroughly  unsatisfactory. 
Every  system  now  in  use  has  been  criticized  and  ridiculed  by  the 
city  officials  and  by  the  county  officials,  with  the  exception  of  the 
new  bi-partisan  board  of  Erie  county,  which  was  not  created  until 
1919.  It  would  seem,  however,  that  the  least  satisfactory  plan 
is  that  of  leaving  the  equalization  to  the  supervisors.  In  Canan- 
daigna,  the  statement  was  made  with  regard  to  equalization  that 
one  city  of  the  county  "gets  the  long  end  of  the  stick,"  that 

'  Art.  3,  Sec.  60ff. 

fUws  ot  1010,  Ch.  421;  L«ws  of   ISIO,  ch.  304. 
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"  about  every  municipality  is  kicking,"  and  that  ''  if  the  jiiggling 
in  the  equalization  can  be  eliminated  it  would  be  fine."  The 
representatives  of  Norwich  explained  to  the  Committee  that 
tbeir  board  of  superviaors  had  delegated  its  powers  of  equalization 
to  a  board  of  equalization,  as  permitted  by  law,  and  that  the  new 
eystem  was  superior.  City  Chamberlain  E.  E.  Davis  remarked: 
"  There  was  too  much  political  juggling  in  the  board  of  super- 
Tiaon  *  *  •  it  was  all  based  according  to  your  influence 
upon  the  board.  It  now  goes  to  the  board  of  equalization,  and 
under  the  rating  which  they  now  have  in  our  county  every  one  ia 
getting  an  equitable  deal.  It  has  put  more  on  Norwich,  but  it 
has  been  equitable  juat  the  same."  One  deputy  county  treaaurer 
said  to  the  Committee: 

"  Tou  will  find  in  our  county,  and  I  think  it  applies  to 
every  county  of  the  3tate,  that  one  town  will  assess  at 
50  per  cent,  another  at  60  per  cent  and  another  town  at  70 
per  cent,  and  when  they  come  up  before  the  board  of  super- 
viaors for  equalization,  they  all  get  about  the  same  medicine 
and  after  that  happens  a  few  times  it  ia  only  a  question  of 
who  can  assess  the  lowest  and  get  away  with  it." 

Mayor  Waldorf  of  New  Rochelle  explained  the  practical  opera- 
tion of  the  equalization  system  in  Westchester  county  as  follows : 
"  You  know  there  is  a  little  ring  in  those  boards  of  super- 
visors, two,  four  or  five  in  one  little  clique,  and  they  are 
going  to  get  low  taxes  for  their  village  and  they  build  all 
the  rest  around  theirs.  Theirs  comes  in  first,  and  they  will 
make  an  arbitrary  figure  of  seventy,  sixty,  forty  or  ninety 
and  the  others  have  to  build  around  that  *  *  *  Not  one 
man  in  a  hundred  understands  the  equalization  roll  of  the 
board  of  supervisors." 

Mayor  Waldorf  explained  that  New  Piochelle  makes  a  practice 
of  appealing  from  the  equalization  as  the  only  method  of  getting 
a  fair  deal,  and  that  the  supervisors  now  owe  the  city  some 
?3.5,0OO  as  the  result  of  a  recent  de<>ision. 

The  facts  and  testimony  presented  before  this  committee  indi- 
cate that  present  methods  of  equalization  by  the  boards  of  super- 

I!  0,1,7,7,1  hy^COO^^lC 


visore,  by  the  equalization  boards  appointed  by  the  supervisors^ 
and  by  special  boards  of  equalization  have  all  failed  to  produce- 
satisfactory  or  equitable  resnlte.  Your  Committee  has  oome  to- 
the  conclusion  that  little  can  be  done  to  remedy  this  situation 
under  the  present  system  of  county  government  which  leads  to 
the  settlement  of  all  matters  on  the  basis  of  local  constituencies 
and  the  familiar  tactics  of  log-rolling.  "We  believe  also  that 
scieotiEc  equalization  will  require  the  employment  of  a  trained 
technical  staff  to  collect  and  classify  the  facts  upon  which  the 
equalization  must  rest.  Inasmuch  as  the  State  Tax  Department 
is  now  required  to  gather  just  such  information  as  the  basis  of 
its  equalization  of  special  franchises,  your  Committee  is  of  the- 
opinion  that  the  entire  question  of  equalization  should  be  turned 
over  to  the  same  body.  This  would  eliminate  local  jealousiee^ 
duplicating  machinery  and  organization,  and  inefiicient  methods. 
It  would  make  possible  the  introduction  of  fair  equalizations  at 
a  minimum  of  expense. 

Absessment  of  Taitqihle  Pxbbonai.  Phopkbtt 
The  taxation  of  tangible  personal  property  in  the  hands  of  indi- 
viduals has  been  quite  as  much  a  farce  as  that  of  intangible  per- 
sonalty, with  the  added  objection  that  when  tangible  personalty  . 
is  assessed  at  all  it  is  generally  in  the  farming  districts  where  the- 
personalty  is  visible.  There  are  only  three  kinds  of  tangible  per- 
sonalty which  are  taxed  at  all  in  the  State  of  New  York,  and  all 
of  them  in  such  an  entirely  fragmentary  and  \ineqnal  way  that 
they  form  a  travesty  on  taxation.  These  three  are  merchants' 
stock  in  trade,  household  furniture  and  jewelry,  farming  imple- 
ments and  livestock. 

Discriminatory  Besults  of  Present  System 

As  regards  merchants'  stock  in  trade,  which  is  only  rarely- 
assessed,  it  is  quite  clear  that  the  income  tax  is  an  entirely  satis- 
factory substitute.  To  tax  individual  business  men  on  their  stock 
in  trade  is,  under  modem  business  conditions,  the  height  of  injus- 
tice because  no  attention  is  paid  to  the  turnover  or  to  the  proceeds 
of  the  business.    To  tax  the  income  derived  from  the  business  is 
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therefore  far  better  tlian  to  tax  the  stock  in  trade.  This  is  now 
almost  universally  recognized  in  the  State  of  New  York. 

The  tax  on  household  fonntare  and  jewelry  is  notorionsly 
inadequate  in  the  State  of  New  York.  No  attempt  has  ever  been 
made  to  levy  such  a  tax  in  proportion  to  the  real  facts  of  the  case 
and  wherever  the  tax  is  assessed  at  all,  it  is  by  a  slapdash  or  bit 
and  misa  method  which  ia  worse  than  useless. 

The  tax  on  farmers'  implements  and  livestock  is  in  the  s&me 
category  as  merchants'  stock  in  trade.  The  actual  yield  of  the 
farm  bears  only  a  slight  relation  to  the  market  value  of  the 
tangiUe  personalty.  Here  a^ain,  the  tax  when  levied  is  so  irreg- 
ularly and  inequitably  levied  as  to  form  a  travesty  of  justice. 
This  injustice  is  particularly  evident  as  between  the  farmer  and 
the  city  dweller,  because  the  farmer's  personal  property  ia  easy 
to  locate  and  to  appraise,  while  the  city  man's  property  is  more 
Taried,  less  accessible,  and  bears  little  relation  to  his  tax-paying 
ability. 

When  we  consider  further  that  the  entire  revenue  from  tangible 
personalty  is  virtually  negligible  and  that  most  communities  and 
townships  can  secure  from  their  proportions  o£  the  income  tax 
more  than  was  raised  by  the  tax  on  personal  property,  if  would 
seem  that  nothing  wonld  be  lost  and  conaiderable  might  be  gained 
ty  making  the  income  tax  a  substitute  for  the  tangible  personal 
property  tax  as  has  already  been  done  for  intangible  property. 

It  is  worthy  of  note  that  when  England,  France  and  Italy 
abandoned  the  general  property  tax  and  substituted  the  income 
tax,  they  retained,  indeed,  the  taxation  of  real  estate,  but  made' 
no  attempt  to  retain  the  taxation  of  personal  property.  The  per- 
sMial  income  tax  was  considered,  and  rightly,  a  substitute  for  the 
personal  property  tax. 

Classified  Personal  Property  Tax 

From  the  testimony  taken  by  your  Committee  it  was  evident 
that  the  situation  in  New  York  is  favorable  to  a  repeal  of  the 
taxation  on  tangible  personal  property.  There  was,  however,  con- 
siderable sentiment  that  tangible  personal  property  in  the  hands 
of  individuals  should  pay  something  in  the  way  of  a  direct  prop- 
erty tax  towards  the  support  of  government.     Representatives  of 
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Buffalo  and  .New  York  City  emphasized  the  need  of  such  l^sla- 
tiou,  and,  after  full  eonsideratiou  of  the  eutii-e  problem,  it  waa 
deemed  best  to  submit  a  bill  catryiDg  out  what  was  believed  to  be 
the  onl^'  workable  personal  property  tax  for  this  state.  Such  a 
bill  was  8ut»nitted  in  1919. 

The  bill  sutunitted  defines  tangible  personal  property  as  all 
corporeal  personal  property  such  as  machinery,  tools,  implements, 
goods,  wares  and  merchandise,  but  excludes  money  deposited  in 
banks,  shares  of  stock,  bonds,  notes,  credits  or  evidences  of  interest 
in  property  and  evidence  of  debt. 

By  the  terms  of  the  bill  tangible  personal  property  is  to  be 
taxed  on  the  basis  of  5  mills  on  each  dollar  of  the  full  value 
thereof  in  excess  of  the  amount  exempt  by  law.  The  tax  is  to  be 
assessed,  levied  and  collected  in  each  tax  district  in  the  sam& 
manner  as  the  real  estate  tax.  An  exemption  is  granted  to  the 
extent  of  $3,000  for  each  household.  No  deduction  of  debts  i» 
allowed.  The  place  of  assessment  is  the  tax  district  in  which  the 
tangible  property  is  situated,  on  Hay  Ist  in  towns,  and  in  citie» 
on  the  16th  day  prior  to  the  date  of  assessment  of  real  property. 
The  necessary  provisions  of  doomage  and  penalties  are  provided 
for.  The  taxes  collected  are  to  be  a  credit  against  the  city  and 
county  taxes  of  the  town,  and  in  cities  they  shall  be  credited  to 
the  general  fund. 

This  bill  was  drawn  and  submitted  by  the  Committee  because, 
in  our  opinion,  it  indicates  the  only  possible  method  of  laying  a 
successful  direct  tax  upon  tangible  personal  property  in  this  State 
under  present  economic  conditions.  The  Committee  wishes  to 
make  it  clear,  however,  that  even  such  a  law  would  prove  leas 
satisfactory  and  just  than  the  personal  income  tax.  In  view  of 
the  adoption  of  the  income  tax,  your  Committee  is  of  the  opinion 
that  there  is  no  need  of  introducing  a  classified  property  tax  law 
for  tlie  present.  It  would  seem  also  that  the  best  method  of  eradi- 
cating the  clear  injustices  of  the  present  tax  on  tangible  iH'rsoual 
property  would  be  to  abolish  the  tax  entirely,  distributing  the 
portion  of  the  tax  burden  now  placed  ufwii  such  pro[ieriy  through 
the  agency  of  the  income  tax  in  the  same  way  that  the  covjioration 
inmme  tax  (the  Franchise  Tax  on  Business  Corporations,  Art. 
9-A)  carries  (he  taxes  formerly  placed  upon  the  tangible  j>ersonal 
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property  corporations.  Before  making  a  definite  recommendation 
to  tluB  effect,  however,  the  Committee  desires  to  make  a  careful 
study  of  the  fiscal  questions  involved.  Forty-two  cities  (not  in- 
cluding Kew  York  City)  report  that  their  total  assessed  valuation 
of  personal  property  this  year  amounts  to  $6,607,226.18  and  that 
the  tax  on  this  personal  property  amounts  to  $215,228.12.  Of 
these  forty-two  cities,  twenty-four  cities  favor  the  repeal  of  thi; 
personal  property  tax,  ten  are  opposed  and  eight  are  noncommittal. 

OsOANlZATIOK   OF   THE   LocAI.  AbSEBSOb'b   Of?ICB 

In  the  Retrenchment  Section  of  the  Committee's  report,  the 
evidence  collected  hy  the  Committee  and  the  conclusions  of  the 
Committee  concerning  the  proper  organization  of  the  local 
assessor's  office  are  presented  in  detail.  The  Committee  wishes 
to  reiterate  these  conclusions  and  to  re-emphasize  the  recommenda- 
tions there  made. 

The  first  step  in  the  modernization  of  the  assessment  methods 
of  our  cities  is  the  reorganization  of  the  office  of  the  assessors. 
On  the  basis  of  the  results,  it  can  be  stated  that  the  single-headed 
assessment  office  is  preferable  to  direction  by  a  board.  The  con- 
centration of  authority  and  responsibility  in  the  hands  of  a  single 
assessor  eliminates  sectional  log-rolling  in  assessments,  lessens  the 
opportunity  for  "  deals  "  and  favoritism,  and  makes  it  impossible 
for  one  assessor  to  escape  responsibility  by  hiding  behind  a 
board. 

The  work  of  assessment  in  a  modem  city  is  not  a  spasmodic 
spring-time  job.  It  is  a  continuous  scientific  process.  The  assess- 
ment roll  is  thus  merely  a  transcript  at  a  given  time  of  an 
appraisal  which  is  in  a  state  of  continual  change.  Buildings  are 
being  added  and  subtracted,  land  values  are  being  increased  or 
decreased,  whole  sections  are  being  enhanced  or  depreciated 
throughout  the  course  of  the  year.  The  collection  of  information 
on  ownership  and  on  sale  prices,  asking  prices,  mortgages,  rents, 
insurance  and  other  clues  to  value  must,  from  its  vcr^'  nature,  be 
continuous.  These  facts  cannot  be  neglected  for  nine  months  of 
the  year  and  then  ascertained  in  three  months  of  field  work  and 
roll  copying.  In  the  cities  of  this  State  the  work  of  assessment 
must  be  a  continuous  process. 
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It  is  of  tbe  utmost  importance  that  the  commissioDer  of  assess- 
ments be  paid  a  salary  sufficient  to  attract  an  able  man  and  to 
command  Ma  entire  time  and  intereet.  Full-time  service  ia  indis- 
pensable if  the  work  of  assessment  is  to  be  continuous.  Full-time 
and  fully-paid  service  is  indispensable  aa  a  means  of  freeing  the 
assessor  from  the  pressure  of  "  personal  interests."  Any  assessor 
who  is  not  adequately  compensated  will  be  forced  to  devote  part 
of  his  time  and  a  great  deal  of  his  interest  to  other  methods  of 
adding  to  his  income.  When  such  a  situation  exists  it  is  exceed- 
ingly difficult  for  the  assessor  not  to  utilize  his  office  aa  a  business 
■asset.  The  under  assessm^it  of  customers,  the  penalizing  of  com- 
petitors and  the  payment  of  personal  debts  through  tax  exemption 
have  not  been  unknown.  There  seems  to  be  no  method  of  escaping 
this  situation  without  cutting  the  asaessor  loose  from  the  tempta- 
tion by  paying  him  a  salary  sufficient  to  ccHumand  his  entire  time, 
enthusiasm  and  loyalty. 

While  this  will  require  a  very  marked  increase  in  the  salary 
rates  now  paid,  it  is  believed  that  the  adoption  of  this  policy  will 
result  in  a  true  economy.  Efficient  assessment  will  easily  pay 
iot  itself  in  the  added  revenues  it  will  secure  from  those  who  are 
now  dodging  their  fair  share  of  the  tax  burden.  This  has  been 
the  actual  experience  of  cities  like  Buffalo,  Middletown,  Niagara 
Falls,  New  Rochelle  and  New  York  City.  It  is  to  be  remem- 
bered also  that  the  single  chief  assessor,  or  commissioner  of 
assessments,  will  take  the  place  of  the  present  board  of  assessors 
■thereby  reducing  the  present  overhead  chaises. 

Subordinate  to  the  chief  assessor  there  will  be  such  d^ni^ 
assessors,  draftsmen  and  clerks  as  are  necessary.  In  all  of  tbe 
larger  cities  the  office  of  the  commissioner  will  have  to  be  split 
up  into  departments  along  functional  lines.  The  number  of 
-deputies,  clerks  and  departments  will  vary  fr<»n  city  to  city,  and 
should  be  determined  to  fit  local  needs  and  conditions.  The  prin- 
ciple of  civil  ser\-iee  should  be  extended  to  the  entire  assessinj: 
force  with  the  exception  of  the  commissioner  of  assessments  in  the 
lai^r  cities,  who  should,  nevertheless,  serve  during  good  behaTior. 

Selfctitm  of  the  Chief  Assessor 

The  chief  assessor  should  be  appointed  by  tbe  executive  head 
of  the  city  gvn-emment.    In  most  cities  this  is  the  mayor:  in  S'.t.I'? 


it  is  a  eommiasion ;  and  in  others  it  ia  the  city  manager.  Thia 
CoBimittee  rec(»iunends  the  appointment  of  the  assessor  because 
of  the  experience  of  the  citiee  of  this  State.  Appointed  assessors 
hxn  been  of  higher  caliber  on  the  whole  than  elected  asaessorSr 
in  spite  of  the  fact  that  tfaeie  are  a  number  of  tmusnallj  capable 
elected  aaseseors  in  the  State  today.  Moat  of  the  conapicuoaflly 
^eieot  assessors  are  appointive  and  not  elective  offinals,  and  all 
of  tbe  outstanding  misfits  hare  been  elective  and  not  appointive. 
Uoder  present  conditions  of  party  irresponsibility  in  the  cities, 
and  in  view  of  the  qualities  needed  for  the  work  of  assessment 
iinder  modem  urban  conditions,  the  Committee  has  come  to  feel 
that  at  least  in  the  cities  of  the  State  tbe  assessor  should  be 
appointed  and  not  elected. 

Fear  has  been  ezpresaedby  some  that  the  appointment  of  the- 
ueessor  or  the  assessors  by  thfl  mayor  will  result  in  the  introduc- 
tion of  petty  politics  and  a  ^stem  of  "  rewards  and  punishments  '* 
into  the  wort  of  assessment.  It  ia  urged  that  the  mayor  will 
■ttempt  to  use  his  influence  over  the  assessor  as  a  means  of  injur- 
ii^  hia  political  enemies  and  paying  his  political  debts.  Because 
of  the  aerious  nature  of  this  criticism,  the  Committee  has  made 
special  inquiry  into  conditions  in  those  cities  in  which  the  assessor 
ii  appointed-  We  have  found  that  none  of  these  fears  is  realized. 
^ot  one  of  the  citiee  which  now  have  appointed  assessors  thought 
th»t  there  was  any  danger  of  such  an  abuse.  This  theoretical 
criticism,  it  is  to  be  noted,  came  exclusively  from  cities  that  have 
never  tried  the  appointive  system.  The  cities  that  are  now 
sppointing  their  assessors,  and  many  that  are  now  electing  them 
stated  emphatically  that  assessors  should  not  be  elected  but 
appointed.  Cities  that  have  tried  both  systems  within  the  past 
few  years,  and  are  therefore  in  the  best  position  to  testify  on  the 
matter,  were  most  emphatio  in  their  opposition  to  the  election  of 


In  the  Eetrenchraent  Section  of  our  report,  the  reasons  asaif^ned 
by  the  city  officials  for  the  actual  elimination  of  petty  politioa 
from  assessment  by  the  introduction  of  the  system  of  appointment 
have  already  been  indicated.  "Where  the  assessor  is  placed  under 
civil  service,  that  operates  as  a  protection  agaiftst  "influence." 
The  system  of  review  of  aaaesBraents  by  a  superior  board  of  city 
officials,  discussed  below,  fumidies  an  opportunity  for  full  pub- 
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licity  and  exposure  of  any  patent  discriniinationa.  In  Middle- 
town  and  New  Bodielle  the  tentative  aaeesunent-roll  arranged 
hj  streets  is  published  and  distributed  and  thus  renders  secret 
discriminati(His  almost  impoesible.  But  of  even  greater  influence 
than  these  checks,  in  the  judipnent  of  the  mayors  that  have  come 
before  ufl,  ia  the  deterrent  offered  by  public  oi»nion.  No  mayor 
would  dare  to  tamper  with  the  woik  of  the  assessor.  By  so  doing 
he  might  gain  the  friendship  of  a  few,  but  he  would  lay  himself 
open  to  an  attack  which  no  administration  could  witiistand. 

AssesBment  Methods 

City  assessors  must  avail  themflelves  of  the  standard  assessment 
methods  thus  far  dev^oped  by  the  more  enterprising  cities  and 
'by  the  leading  mortgage  loan  and  investment  companies.  In  addi- 
tion to  the  noteworthy  and  successful  efforts  of  New  Yoi^  City, 
Buffalo,  New  Bochelle,  Niagara  Falls,  Middletown  and  Fulton, 
the  cities  of  Newaii,  New  Jersey ;  Baltimore,  Maryland ;  Cleve- 
land, Ohio;  Portland,  Oregon;  Washington,  D.  O. ;  Wilmington, 
Belaware;  Milwaukee,  Wisconsin,  and  Cambridge,  Massachusetts, 
have  blazed  the  trail  that  leads  to  scientific  assessments.  Though 
many  of  these  cities  have  been  working  independently,  the  sys- 
tems they  have  developed  show  remarkable  similarities.  From 
their  work  there  is  now  emerging  what  may  be  called  "  the  science 
of  assessment" 

Your  Committee  ia  under  no  delusion  as  to  what  can  be  accom- 
plished and  what  cannot  be  accomplished  by  the  introduction  of 
a  "  scientific  system  of  assessment."  Such  a  system  cannot  work 
itself;  it  is  not  foolproof;  it  cannot  and  should  not  eliminate  the 
human  element;  it  does  not  dispense  with  the  need  of  judgment. 
On  the  other  hand,  it  does  eliminate  all  unnecessary  guessing;  it 
does  furnish  the  assessor  with  all  the  relevant  facts  upon  which 
his  appraisal  must  rest;  it  does  encourage  equality  of  treatment ; 
it  does  bring  the  work  of  assessment  out  into  the  open  where  the 
public  can  know  and  understand  what  is  going  on. 

While  your  Committee  has  no  intention  of  preparing  a  manual 
for  local  assessors,  it  may  be  well  to  point  out  the  es^ratials  of  a 
good  system  of  Assessments  based  on  the  experience  of  the  cities 
of  this  State.    These  are: 
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1.  Assessment  at  100  per  cent  o{  ma^et  value. 

2.  Tax  maps  showing  the  metes  and  bounds  of  all  property 
within  the  limitft  of  the  taJting  district. 

3.  The  tJock  and  lot  syetem  of  indexing  property  holdings 
and  office  records. 

4.  The  adoption  of  the  unit  foot  system. 

5.  The  adoption  of  an  approved  depth  rule,  comer 
influence  rule,  alley  influence  rule,  plottage  rule,  and  such 
other  minor  rules  as  are  necessary. 

6.  The  preparation  nna  adoption  of  a  standard  building 
classification  with  unit  fxctors  of  bnilding  value. 

7.  The  persistent  collection  of  all  information  bearing 
on  property  values  and  its:  preservation  in  readily  accessible 
and  pa^manent  form. 

8.  The  installation  of  modern  office  necessities,  such  as 
wide-carriage  typewriters,  calculating  machiDes,  and  files. 

9.  The  preparation  of  a  land  value  map  covering  the 
aitire  city, 

10.  l%e  publication  of  the  tentative  assessment-roll  where 
practicable. 

These  essentials  are  drawn  from  the  working  methods  of  the 
most  successful  assessors  of  the  State,  and  their  adoption  in  any 
community  should  bring  about  not  only  a  higher  assessment,  but 
<l  the  same  time  a  fair^  assessment. 

The  Beview  of  Assessments^ 

On  the  basis  of  the  testimony,  your  Committee  believes  thac 
provision  should  be  made  for  the  review  of  assessments.  The 
failnre  of  preaent  methods  of  review  in  second  class  cities  espe- 
cially, would  indicate  that  the  bearing  of  complaints  should  not 
be  entirdy  in  the  hands  of  the  same  man  or  men  who  make  the 
originsl  assessments.  It  would  seem  that  as  this  re^'iew  is  of  a 
qnasi-judicial  nature,  it  should  be  entrusted  to  a  board  rather 
thin  to  a  single  man.  Except  in  the  largest  cities  of  the  State, 
your  Committee  believes  that  this  board  of  review  should  be  com- 
posed of  the  chief  assessor,  the  chief  legal  official  and  the  chief 
financial  official  serving  ex  officio.  The  experience  of  our  cities 
iodicateg  that  this  is  entirely  practicable  and  that  the  board  itself 
^11  not  be  compelled  to  hear  any  great  number  of  appeals. 
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A  Umifohm  Date  of  Absmsmemt 
One  of  the  very  important  administrative  difficulties  created 
by  our  complicated  State  and  local  tax  syetem  is  the  lack  of  uni- 
formity as  to  the  dates  of  assessment  of  property  for  taxation.  In 
this  State  no  uniformity  whatever  prevails  as  to  the  date  of 
assessment  in  the  11,632  tax  districts  made  up  of  cities,  towns, 
villages  and  school  districts,  nor  in  the  miraerous  special  districts, 
such  as  the  highway,  fire,  water  supply,  drainage,  garbage,  sewer, 
sidewalk,  lighting,  lamp,  snow  removal  and  river  improvement 
districts, 

Preseni  Legal  Provisimu  atui  Their  Results 

An  annual  assessment-roll  is  required  to  be  made  in  every  city, 
town,  village  and  school  district  in  the  State.  Tte  time  fop  the 
eompletioa  of  this  roll  is  definitely  fixed  for  towns,  but  for  cities, 
villages  and  school  districts  the  time  differs  from  January  to 
December. 

Por  certain  assessments  the  following  dates  are  prescribed : 
Banks  —  conditions  as  May  Ist 
Individual  banker  —  June  1st. 

Business  corporations,   article  9-A  —  December  Slat   or 
fiscal  year. 

Utility  and  moneyed  corporations,  article  9  —  October 
31st. 
Utility  companies  —  December  3lBt. 
Assessment  of  property  in  towns  —  July  1st. 
Each  city  in  the  State,  except  those  operating  under  the 
tax  laws,  has  its  own  distinct  date  of  assessment  and  many 
city  charters  make  no  provision  whate^-er  for  a  definite  date 
for  the  assessment  of  property. 

Village  taxes  are  assessed  by  separate  assessors  and  there 
is  no  fixed  date  for  either  assessment  or  collection. 

School  taxes  may  be  annually  or  semi-annually  or  oftener 
assessed  and  no  dates  are  fixed  by  statute  for  their  assessment. 

The  assessment  of  the  same  property  for  town  purposes,  vil- 
lage purposes  and  school  district  purposes  may  differ  in  amount, 
and  it  is  not  unusual  for  the  same  property  to  be  assessed  in  a 
different  amount  on  the  town  roll  and  the  village  roll. 
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Im  mtay  counties  8peei«!  stttstes  are  in  farce  modifying  the 
geuetml  law.  Under  such  circumstances  it  is  practically  impqs- 
•ihle  far  the  ordinarf  layman  or  a  non-resident  to  ascertain  which 
of  these  special  statMtcs  am  in  foorce,  or  how  ther-  modify  the 
gmtnl  law. 

To  indicate  the  condition  in  the  State  as  to  lack  of  nniformiQ^ 
in  date  of  assessment,  one  need  only  to  examine  the  situation  that 
existed  when  the  legislature  passed  what  was  known  as  the 
Emerson  law,  chapter  72^,  Laws  of  1917,  article  9-a  of  the  Tax 
Law.  The  Legislature  found  it  impossible  to  fit  the  new  tax  to 
the  old  system  as  to  local  taxes  on  personal  property. 

The  present  lack  of  uniformity  as  to  the  date  of  assessment  in 
the  thousands  of  tax  districts  in  the  State  has  no  merit  and  creates 
unneceasary  and  perplexing  situations  in  local  tax  administration. 
Kdther  ia  it  in  accord  with  the  rule  prevalent  throughout  the 
United  States.  It  is  reported  that  twenty-nine  stntee  have  a 
uniform  date  foi  the  assessment  of  property  taxes  and  that  nine- 
teen other  states  prescribe  a  definite  period  of  time  within  which, 
or  a  definite  date  not  later  than  which,  the  assessment  of  taxes 
shall  be  made  or  completed. 

One  uniform  date  of  assessment  in  the  State  need  not  of 
necessifrj'  change  the  fiscal  year  of  any  tax  district  for  alter  the 
financial  calendar,  Ifeither  will  it  intorforo  with  the  work  of  the 
local  tax  official  as  to  field  work,  preparation  of  the  assessment- 
mil  or  with  the  other  duties  incident  to  the  making  or  certifica- 
tion of  assessments  for  collections  of  taxes. 

liecomtneTidalions 

The  recommendations  of  the  Committee  concerning  the  chief 
assessment  problems  discussed  in  this  chapter  may  be  summarized 
as  follows: 

1.  The  State  Constitution  should  be  amended  so  that  pro- 
vision may  be  made  for  the  eqnitable  assessment  of  railroad 
and  other  property  which,  because  of  its  nature,  cannot  be 
satisfactorily  or  equitably  assessed  by  local  officials. 

2.  The  amendment  of  the  State  Constitution  to  permit  of 
the  reorganization  of  the  e<}ua1ization  machinery. 

3.  The  taxation  of  tangible  personal  property  should  be 
provided  for  through  the  personal  income  tax  and  not  through 


the  direct  propertj  tax  which  shoDlii  then  be  amended  t» 
exranpt  tangiUe  personal  jH^perl^. 

4.  Cities  should  be  authorized  by  law  to  reorganize  theii^ 
asBeeBment  o£SceB  aiong  improved  lines. 

5.  A  uniform  date  of  aBHessment  should  be  establiahed 
thnragboat  the  tax  districts  of  the  State. 

In  accordance  with  these  recommendations,  the  Ccnnmittee- 
presenta  In  the  appendix  of  this  report  the  text  of  an  act  with 
regard  to  assessors  in  cities  and  a  concurrent  resolution  witb 
regard  to  the  assessment  of  property  and  the  eqnalizatioa    of 
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AK  ACT  to  provide  for  a  departnuoit  of  aBseesment  and  taxa- 
tion in  and  for  tiie  second  and  third  class  dtiee. 

The  People  of  the  State  of  New  York,  represented  in  Senate 
and  Assemhly,  do  enact  as  follows: 

Section  1.  Abolishment  of  the  office  of  assessor  and  boards  of 
aasteflors;  department  of  assessment  and  taxation.  The  legisla- 
tire  body  of  each  second  and  third  class  city,  which  has  not  by 
law  abolished  the  o£Bce  of  assessor  and  created  a  department  of 
assessment  and  taxation  is  hereby  authorized  and  empowered  by 
ordinance  to  abolish  the  office  of  assessor  or  assessors  or  the 
board  of  assessors,  when  such  board  is  not  required  by  charter 
to  be  composed  of  members  of  the  legislative  body  of  the  city,  and 
in  its  place  to  create,  establish  and  maintain  a  department  of 
assessment  and  taxation.  Such  ordinance  shall  become  effective 
only  after  the  expiration  of  the  term  of  office  of  all  assessors,  then 
holding  office.  In  cities  where  the  terms  of  office  of  assessors  do 
not  expire  at  the  same  time,  those  assessors  whose  terms  of  office 
expire  first  shall  continue  in  office  until  the  expiration  of  the 
terms  of  office  of  the  other  assessors.  The  commissioner  of  assess- 
ment and  taxation  shall  be  the  head  of  such  department.  He 
shall  be  appointed  by  the  same  official  or  body  who  or  which  by 
charter  is  now  authorized  to  appoint  the  heads  of  city  depart- 
ments, and  may  be  removed  by  the  same  authority  for  misconduct 
or  misfeasance  in  office.  The  commissioner  of  assessment  and 
taxation  may  appoint  and  at  pleasure  remove  the  deputy  com- 
missioner of  assessment  and  taxation,  deputy  assessors,  as- 
sistants and  subordinates  as  shall  be  prescribed  by  the  board  of 
estimate  and  apportionment  or  other  body  which  is  by  charter 
authorized  to  designate  the  number  of  employees.  The  deputy 
commissioner  of  assessment  and  taxation,  if  there  be  one,  in  the 
ease  of  the  absence  or  disability  of  the  commissioner  or  of  a 
vacancy  in  the  office  of  commissioner,  shall  discharge  the  duties 
of  the  office  until  the  commissioner  returns,  his  disability  ceases 
or  the  vacancy  is  filled.  The  salaries  of  the  commissioner  of  taxa- 
tion and  assessment,  deputy  commiasiOTier  and  all  subordinates 
shall  be  fixed  in  each  second  class  city  by  the  board  of  estimate 
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and  apportionment  and  in  third  class  cities  by  the  board  or  body 
authorized  by  charter  to  fix  salaries. 

§  2.  Powers  and  duties.  The  commissioner  of  aasesBment  and 
taxation  shall  possess  all  the  powers  conferred  upon,  be  subject 
to  all  the  obligatioDS  imposed  upon,  and  perform  all  the  duties 
*  appertaining  to  the  office  of  assessors  in  the  towns  of  the  State 
in  reference  to  the  assessment  of  property  within  the  city,  except 
H3  otherwise  provided  by  law,  or  this  act,  and,  except  as  other^ 
wise  provided  by  this  act,  shall  possess  all  the  powers  con- 
ferred upon  and  perform  all  the  duties  appertaining  to  the 
office  of  asdCBsors  and  the  board  of  assessors  of  such  city  as  pro- 
vided by  law.  Except  as  otherwise  provided  by  this  act,  he  shall 
also  perform  all  of  the  duties  now  provided  by  law  in  reference 
to  the  assessment  of  local  improvements  imposed  according  to  law. 
It  shall  also  be  the  duty  of  the  commissioner  to  install  scientific 
systems  of  assessment  with  tax  maps,  unit  rules  and  such  other 
systems  and  records  as  may  be  necessary,  and  to  gather  and  file 
useful  and  available  information  that  appertains  to  the  value  of 
property  subject  to  bis  assessment. 

§  3.  Board  of  review.  The  chief  fiscal  officer  of  the  city,  the 
legal  adviser  of  the  city  and  commissioner  of  assessment  and 
taxation  arc  hereby  constituted  a  board  of  review  to  hear  and 
determine  complaints  in  relation  to  the  assessment  roll  provided 
by  law,  unless  by  ordinance  some  other  board  of  review  is  created. 

§  4.  This  act  ahall  take  effect  immediately. 
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CONCUBAENT   RESOLUTION  of  the  Senate  and  Assembly 

jmpoang  an  amendment  to  article  tbree  of  the  oonstitntion, 

in  relation  to  the  assessment  and  collection  of  taxes  and  the 

equaUxation  of  assessments. 

Section  1.  Resolved  (if  the  Assembly  concur)  that  the  follow- 
ing section  be  added  to  article  three  of  the  constitution : 

§  1.  The  legislature  shall  prescribe  by  law  how  taxable  sub- 
jects shall  be  assessed  and  provide  for  officers,  and  the  election  or 
appointment  of  officers,  to  execute  laws  relating  to  the  assessment 
ind  collection  of  taxes,  and  the  snpeirision,  review  and  equal- 
ization of  assessments. 

§  2.  Resolved  (if  the  Assembly  concur)  that  the  foregoing 
amendment  be  referred  to  the  legislature  to  be  chosen  at  the 
next  general  election  of  senators,  and  in  conformity  with  section 
one  of  article  fourteen  of  the  constitution  be  published  for  three 
months  prior  to  the  time  of  such  election. 
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ENABLING  ACTS 


Joint  Besolntitm  of  Legislatnre.  January  23,  1919 

Beaolred  (if  the  Aasembly  concur),  lliat  a  joint  ccmmittm  of  tlie  Senate 
ud  AMcmbly  be  hereby  cre&ted,  to  conaiat  of  three  memberB  of  the  Senate 
Conuoittee  on  Taxation  and  Retrenchment,  w4io  shall  be  designated  bj  the 
Tanporaiy  Pre«ident  of  Uie  Senate,  aod  three  members  of  the  Ae»em1ily  Oom- 
■ittee  on  Tuottion  and  Setrendunent,  who  ehaU  be  deeiKnated  by  the  SpeiUcer 
of  Um  AsHUiblf,  to  inquire  into  and  inveetigate  the  stHiject  of  taxation  and 
to  (irepare  and  submit  bilU  for  remedial  legislation  in  relation  thereto. 

Keaolved,  That  such  committee  is  hereby  aathorined  and  directed  to  choose 
from  ita  members  a  chairman,  and  is  authorized  to  employ  such  assietants 
■s  it  ms;  deem  necessary  for  the  prosecution  of  its  work;  and  that  such 
eiMnaittee  may  sit  anywhere  within  the  State,  and  may  take  and  hear  proofs 
ud  testimony,  sutKKiena  witneeeea  and  compel  the  production  of  books, 
neords,  papen  and  documents,  and  otherwise  have  all  the  powers  at  a 
Iqiibtive  cranmittee  provided  t^  the  Legialative  Law. 

Bfaolved,  That  such  committee  shall  report  the  result  of  its  invMtlga- 
tions  to  the  Legiilature  on  or  before  HaTch  IS,  1919,  and  shall  accompany 
ludi  report  with  such  bills  as  it  may  deem  proper  for  remedial  legislation 
in  relation   to   taxation. 

Beaolved,  That  the  sum  of  ten  thousand  dollars  (910,000),  or  to  much 
thereof  as  nay  be  necessary,  shall  be  paid  tor  expenses  of  such  committee 
from  tlie  contingent  fund  available  by  appropriation  for  joint  legislative 
invMtlgatijig  committee  expenditures,  i^on  voncAeri  audited  and  approved 
IS  pret-Tilxd  by  taw. 
Albutt.  N.  T.,  JtMuary  Z3,  191». 


Joint  Besolation  of  Legislature,  January  18,  1921 

Resolved  (if  the  Aseranbly  concur].  That  the  joint  legislative  conmittee 
appobted  pursuant  to  the  resolution  of  this  body  adopted  January  23,  1910, 
t«  inquire  into  and  investigate  the  subject  of  taxation  and  to  prepare  and 
Mlrait  hille  for  runedial  l^slation  in  relation  thereto,  and  continued  by 
jWBt  resolution  adopted  April  16,  IWO,  be  further  continued  with  all  the 
peven  and  duties  heretofore  c<»iferred  and  imposed  upon  such  ccKumittee, 
and  Uiat  Uie  time  for  it  to  make  its  final  report  to  the  Ij^slature  be 
•itoided  to  March  1,  1922,  and  be  it  furthw 

Besolved,  That  vacancies  in  the  membership  of  such  committee  from  the 
Snate  be  filled  by  the  T«nporary  Preeident  ol  the  Senate  and  from  the 
Auembly  by  the  Speaker  of  &e  Assembly,  and  be  it  fnrtlker 

Resolved,  That  the  sum  of  ten  thousand  doQars,  or  so  much  thereof  aa 
)uj  he  necessary,  be  and  heret^  is  appropriated  from  the  etmtingent  fund 
of  Um  L^islature  for  the  neceBsary  azpenaes  incurred  and  to  be  incurred 
by  said  cosmnittee  upon  voudhera  ajpproved  and  audited  according  to  law. 

AUUT,  N.  T.,  Jamitary  IB,  1021. 
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LETTER  OF  TRANSMISSION 


March  1,  1923. 
To  the  Senate  and  Aseenibly  of  the  State  of  New  York: 

The  results  diBcloeed  by  the  accompanying  report  upon  the 
tax  gygtem  of  the  State  of  ISew  York  are  Bomewhat  disconcerting. 
Although  perceptible  progress  has  been  achieved  daring  the  past 
few  yean,  it  is  evident  that  many  far-reaching  changes  must  yet 
be  made  before  the  State  can  he  said  to  have  a  consistent,  well- 
balanoed,  adequate  and  equitable  eystem  of  taxation. 

It  seems  not  only  that  we  have  a  tax  system  'which,  in  many 
of  its  features,  is  a  mass  of  intricacy  and  difficult  and  expensive 
administration,  but  it  appears  also  that  ve  have  developed  great 
ineqnalitiefl  of  burden  as  between  different  dassea  of  persons  and 
property.  When  the  taxes  are  reduced  to  a  common  meflBure, 
we  find  that  there  are  some  classes  of  business  which  are  bur- 
dened far  more  than  others;  we  find  great  inequalities  and  injus- 
tiees  of  assessment  of  taxes  all  over  the  State ;  we  find  corporations 
both  within  and  without  the  same  class  which  are  being  taxed 
very  unequally;  we  find  that  real  property  in  the  State  is  being 
much  overtaxed  proportionately,  wbile  other  classes  of  persons 
and  property  are  getting  away  practically  scot-free. 

The  Committee  has  sought  t»  outline  a  program  whicb  will 
equalize  and  simplify  taxation  within  the  State.  Kedaction  is 
recommended  in  certain  cases  where  the  facts  indicate  that  the 
present  burden  is  grossly  unequal  and  oppressive.  We  recog- 
niae,  of  course,  that  a  decrease  in  the  a^regate  of  taxes  levied 
ranst  depend  upon  the  success  of  the  efforts  to  achieve  economies 
in  administration  and  decreases  in  appropriations,  not  only  on 
tliB  part  of  the  state  government  but  particularly  upon  the  part 
of  local  governments  thronghout  the  commonwealth. 

The  Committee  has  sought  to  make  this  piece  of  work  a  real 
application  of  scientific  and  statistical  method.  We  believe  that 
the  method  herein  disclosed  should  be  employed  in  the  solution 
of  tax  adjustments  and  difficulties  throughout  the  country.  There 
a  no  field  in  which  the  method  needs  more  to  be  employed. 
There  is  no  public  issue  more  important  to  the  American  people, 
or  to  the  world  for  that  matter  just  now,  than  the  issue  of  a 
more  equal  and  less  oppressive  burden  of  taxation.  The  only 
way  to  confront  the  issue  is  in  terms  of  things  as  they  are,  in 
fict  and  figure. 

Even  if  the  simple,  practical  methods  suggested  by  this  report, 
powing  out  of  the  long  experience  of  the  State,  as  well  as  out  of 
thorouf^  statistical  inquiry,  are  adjusted  by  the  Legislature  itf^^. 


the  satisfaction  of  the  people,  much  reni&inB  to  be  done.  Forest 
and  mineral  lands  taxation,  the  taxation  of  ptivateKiar  companies, 
the  just  rate  and  method  of  taxing  stock  transfers,  tlie  farther 
betterment  of  the  administration  of  the  inh^tance  tax;  these  and 
other  problems  yet  remain  to  be  solved. 

But  we  think  it  may  justly  be  said  that  if  this  State  takfA 
the  plain  steps  marked  out  by  this  report,  no  section  of  tlie 
American  people  will  have  less  cause  for  complaint  with  respect 
to  inequality  and  injustice  of  tax  burden  than  the  people  of  the 
State  of  New  York,  and  no  state  of  the  United  States  will  have 
advanced  further  along  the  path  of  sound  taxation  and  finance 
than  the  State  of  New  York. 

This  Committee  baa  been  constantly  supported  in  its  work  by 
a  l<^al  and  able  staff.  The  brunt  of  the  burden  of  scientific 
investigation  has  been  borne  by  Robert  M.  Haig,  chief  of  the 
research  staff,  and  by  Frederick  C.  Mills,  chief  statistician. 
These  men  hold  positions  in  finance  and  statistics  in  the  School  of 
Business  of  Columbia  University.  Professors  Edwin  R.  A.  Selig- 
man  of  Columbia,  Charles  J.  Bullock  of  Harvard,  Fred  R.  Fair^ 
child  of  Yale,  and  Mabel  Newcomer  of  Vassar,  and  Messrs.  Delos 
W.  Wilcox  and  Donald  H.  Davenport,  have  been  skilled  and  wel- 
come advisera  and  investigators.  The  committee  has  had  the 
expert  legal  counsel  of  Robert  C.  Gumming,  Thomas  Reed  Powell, 
John  C.  Davies,  Joseph  P.  Chamberlain  and  Charles  J.  Tobin, 
and  the  administrative  advice  of  Luther  H,  GuHclt,  the  head  of 
the  National  Institute  of  Public  Administration. 

To  Ae  Merchants'  Association  of  New  York,  whirfi  furniahe*! 
the  committee  with  comfortable  quarters  for  many  conferences, 
and  to  the  authorities  of  Columbia  University  who  furnished 
offices  for  the  conduct  of  the  survey,  to  the  Secretary  of  the 
Treasury  of  the   United    States  and  the   Federal    Bureau   of 
Internal  Revenue  which  disclosed  to  us  the  Federal  sources  of 
information,  to  the  various  departments  of  our  State  government 
which  generously  and  effectively  co-operated,  to  the  great  number 
of  corporate  and  individual  taxpayers  throughout  the  State  who 
have  responded   freely   and   fully   to   rather   intricate   and   vol- 
uminous questionnaires,  we  desire  to  express  the  appreciation  of 
the  State  as  well  as  our  own  sense  of  indebtedness  and  gratitude. 
(Signed")     FREDERICK  M.  DAVENPORT,  Chiimmn, 
FRANKLIN  W.  JUDRON, 
JOHN  J.  BOYLAN, 
FREDERICK  W.  KAVANAUGH. 
SIMON  B.  VAN  WAGENEN,  ( 'ooqIc 
MICHAEL  E.  RETBURN.  ^ 
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SUMMARY  OF  RECOMMENDATIONS 

The  Committee  submits  lierewith  sixteen  deiiuite  recommenda- 
tions whidi,  it  believes,  deserve  inmiediate  coneideratioD  by  the 
LegisUture.  In  oar  opinion  the  program  here  presented  is  a 
tharoD^j  practical  one  whidi  flows  naturally  and  inevitably 
from  the  facts  developed  in  the  course  of  the  investigations  we 
have  condncted. 

The  Committee  recommends : 

(1)  That  the  remnants  oi  the  personal  property  tax  be  com- 
(Jetdy  abolished  (c/.  infra,  p.  46) ; 

(S)  That  the  revenues  of  the  State  be  so  adjusted  as  to  elimi- 
nate at  the  earliest  possible  moment  the  direct_  state  tax  on  real 
estate  (cf.  infra,  p.  57) ; 

(3)  That  a  thorough  study  be  made  of  local  revenues  and  ex- 
penditures through  some  state  agency  with  a  view  to  promoting 
retrenchment  and  efficiency  and  that,  if  such  a  survey  reveals  the 
necessity  and  wisdom  of  auch  action,  the  revenues  of  the  localities 
be  so  readjusted  as  to  lessen  still  further  the  burden  on  real  estate 
QOw  home  by  the  farmer,  the  business  man,  the  home-owner  and 
the  rent-payer; 

(4)  That  a  constitutional  amendment  be  submitted  making 
possible  a  fliorough-going  reform  of  real-eatate  assessments 
through  the  establishment  of  larger  tax  districts,  officered  by 
skilled  assessors,  functioning  under  a  larger  degree  of  central 
supervision  and  control'  (cf.  infra,  p.  59) ; 

(5)  That  statutes  be  passed  modifying  the  assessment  and 
collection  machinery,  so  far  as  this  can  be  done  even  before  the 
enactment  of  the  constitutional  amendment  recommended  in  the 
preceding  paragraph;  particularly,  with  respect  to  the  central 
valnation  of  the  property  of  priblic  utilities  (cf.  infra,  p.  108), 
and  the  centralization  of  the  collection  of  school  taxes  (cf,  infra, 
p.  80); 

(6)  That  Hie  real  estate  of  certain  cemetery  companies,  and 
certain  other  proper^  now  exempt,  be  subjected  to  taxation 
{cf.  infra,  p.  67)  ; 

(7)  That,  in  case  section  5219  of  the  United  States  Revised 
Statutes  is  amended  in  the  manner  proposed,  a  statute  be  passed 
substituting  for  the  present  taxes  on  banks  (except  those  on  sav- 
ings banks,  whkh  would  remain  as  at  present)  a  tax  on  llie  basis 
of  net  income  at  a  rate  of  probaWy  6  per  cent  (cf.  infra,  p.  89),  or 

That,  in  case  the  Congress  fails  to  pass  promptly  the  proposed 
[15] 
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amendment  to  section  5219,  a  statute  be  passed,  levying  a  rate 
of  1  per  cent  on  the  value  of  *•  other  moneyed  capital  in  the  hands 
of  individuals,"  which  action  will  serve  to  validate  the  present 
taxes  on  national  bants  by  a  method  undesirable  from  certain 
points  of  view  but,  nevertheless,  apparently  neceesary  unless 
national  banks  are  to  evade  their  fair  share  of  the  tax  burden 
(ef.  infTa,  p.  90) ; 

(8)  That  a  statute  be  passed  abolishing  the  class  of  "Invest- 
ment Companies,"  submitting  "Morris  Plan"  banks  to  taxation 
on  the  same  basis  as  other  banks  and  taxing  the  remaining  so- 
called  "  Investment  Companies  "  under  section  9-a,  the  corpora- 
tion income  tax  (c/.  infra,  p.  89); 

(9)  That  there  be  substituted  for  the  present  taxee  on  insiirancc 
companies  (except  those  on  mutual  companies  which  should  re- 
main as  at  present)  a  tax  on  the  basis  of  net  income  at  a  rate  of 
probably  6  per  cent  (c/.  m/ra,  p.  91) ; 

(10)  That  a  constitutional  amendment  be  submitted  modify- 
ing Ae  debt  limitation  in  such  a  manner  as  to  make  it  practicable 
to  abandon  the  taxation  of  the  "special  franchises"  of  public 
utilities  as  "real  estate"  (c/.  infra,  p.  107); 

(11)  That  a  "gross-net"  tax  be  substituted  for  the  present 
complicated  series  of  state  taxes  on  public  utilities  (c/.  infra, 
p.  116); 

(12)  That  the  rate  of  the  income  tax  on  manufacturing  and 
mercantile  corporations  be  increased  from  4%  to  probably  6  per 
cent  (cf.  infra,  p.  121)  ; 

(13)  That  a  statute  be  passed  establishing  an  income  tax  on 
the  profits  of  unincorporated  business  at  a  rate  of  probably  5  per 
cent  (cf.  infra,  p.  128) ; 

(14)  That  certain  minor  changes  be  made  in  the  personal 
income  tax  law  (cf.  infra,  p.  72) ; 

(15)  That  statutes  be  passed  increasing  to  a  reasonable  extent 
motor-truck  license  fees,  simplifying  license  fees  on  all  motor 
vehicles,  and  eventually  establishing  a  gasoline  tax  at  a  reason- 
able rate  per  g&llon  (cf.  infra,  p.  151) ;  and 

(16)  That  the  tax  on  stock  transfers  be  extended  to  include 
transfers  of  bonds  (cf.  infra,  p.  155). 

In  the  course  of  the  discussion  of  the  body  of  tlie  report,  the 
Committee  makes  numerous  other  suggestions.  The  recommenda- 
tions listed  above,  however,  are  proposals  the  consideration  of 
which,  in  the  opinion  of  your  Committee,  can  be  long  postponed 
only  at  the  cost  of  grave  risk  to  the  true  interestfl  of  the  State. 
They  are  the  obvious  next  steps  toward  rational  tax  reform. 
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Introdnctory 

Your  Committee  has  attempted  to  make  both  a  general  survey 
OD  the  tax  sitaation  ia  the  State  as  it  now  stands  after  the 
important  legislation  of  recent  years,  and  an  intensive  Btiidy  of 
certain  portions  of  the  system  which  seemed  to  be  in  greatest  need 
of  change.  A  program  is  presented  which  will  equalize  and 
Bimplify  taxation  in  the  Stata  Heduction  of  taxes  is  recom- 
mended in  certain  cases  where  the  facts  show  that  the  present 
harden  is  unequal  and  oppressive.  A  decrease  in  the  aggregate 
of  taxes  levied,  obviously  must  dei>cnd  upon  the  success  of  efforts 
to  achieve  ectmomical  administration  and  reduction?  in  appro- 
priations. 

The  system  as  it  now  exists  is  the  result  of  important  changee 
made  in  the  past  few  yeara  —  changes  which  include  such  funda- 
mental action  as  the  establishment  of  the  personal  income  tax 
and  the  tax  on  the  buBineBS  incomes  of  mercantile  and  manu- 
facturing corporations.  Indeed,  the  general-property  tax  haB 
been  almost  completely  abandoned  except  for  the  real-estate  tax 
which,  of  course,  remains  the  main  source  of  local  revenue.  It 
was,  we  believe,  the  object  of  the  L^slature,  in  continuing  the 
life  of  this  Committee,  to  secure  accurate  information  regarding 
the  sbortcOTnings  of  the  system  of  taxation  as  it  now  stands  after 
the  recent  changes. 

In  1920  the  state  and  local  governments  in  New  York  spent  more 
than  twice  what  they  spent  in  1910.*  Most  of  this  increase  is 
chargeable  to  the  localities  which  collect  almost  all  of  their  revenue 
fnun  taxes  on  real  property.  So  it  comes  about  that  the  burden  of 
this  swollen  expenditure  has  fallen  largely  upon  real  estate,  the 
true  rate  of  tax  on  the  full  value  of  such  proper^  having  increased 
in  ten  years  from  1%  per  cent  to  more  than  21^  per  cent.  Since 
this  tax  is  paid  by  bnenneeees  owning  real  estate  and  1^  busi- 
nessea  owning  franchise  values  classed  as  real  estate,  this  is  a 
harden  upon  business  as  well  as  upon  individuals.     Personal 
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property,  which  comprised  one-fourth  of  the  tax  base  in  1866, 
had  ehruiik  to  one-tweDtieth  of  the  base  in  1910  and  Ib  now  in 
1020  approaching  the  vanishing  point,  making  up  only  oue- 
fiftieth  of  the  taxable  property.  Real  estate  itself  has  been  made 
subject  to  liberal  exemptions  whicii  have  whittled  away  a  sab- 
stantial  portion  of  the  base.  Certainly  when  the  rate  stands  at 
an  average  level  of  2^  per  cent,  an  increase  of  40  per  cent  in 
ten  years,  the  time  has  come  to  take  thought  as  to  whether  our 
tax  system  is  not  pressing  with  undue  severity  upon  the  owners 
of  real  estate. 

The  personal  income  tax  is  being  successfully  administertxl  uud 
appears  to  demand  only  minor  alterations. 

One  of  the  major  problems  of  the  committee  related  to  the 
group  of  special  taxes  on  business  oorporations.  After  many 
years  of  virtual  exemption,  mercantile  and  manufacturing  corpo- 
rations are  now  paying,  in  addition  to  real-estate  taxes,  a  tax  of 
four  and  one-half  per  cent  of  their  net  income.  Other  businesses 
are  taxed  on  varying  bases  at  varying  rates.  Insurance  companies 
pay  a  tax  on  gross  premiums.*  Banks,  in  addition  to  the  tax  ou 
their  real  estate,  pay  a  tax  on  either  their  shares  of  stock  or  on 
a  bookkeeping  figure  rppresenting  approximately  their  investment 
in  the  busiiieBs.f  Public  utilities  pay  "  general  "  franchise  taxes, 
*'  special "  franchise  taxes  and  "  additional  "  francbise  taxes,  etc, 
after  paying  taxes  on  certain  real  and  personal  proper^.J  The 
committee  set  out  to  determine  what  these  various  special  taxes 
amounted  to  and  precisely  how  the  burden  was  distributed  among 
the  various  business  interests  of  the  State. 

The  general  evolution  in  this  State  has  been  in  the  dii'ection  of 
the  development  of  a  gy^em  which  consists  in  the  main  of  the 
following  elements: 

1.  A  tax  on  personal  inoomea,  part  of  which  is  at  present 

shared  with  the  localities ; 

2,  A  tax  on  real  estate,  in  rem,  without  regard  to  the  owner- 

ship, whether  it  be  by  individuals  or  by  bu^ess  organ- 
izations, v^ich  serves  to  supply  the  bulk  of  local  revenues, 
and 
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3.  A  series  of  taxes  on  businessea,  conBiating  of  a  tax  on  corpo- 
rate incomes  of  business  corporations  generally,  shared 
witb  the  localities,  a  tax  on  certain  t^'pea  of  business 
income  of  U(»i-reBi<lent  individuals,  shared  witb  the 
localities,  a  series  of  special  taxes  on  public  utilities, 
banks,  insurance  eompani^,  etc,  aome  of  which  (such  as 
the  special  franchise  portion  of  the  public  utility  tax  and 
the  tax  on  shares  of  state  and  national  banks)  are  now  an 
important  part  of  the  local  aBsessment  base. 

There  are  other  important  taxes  such  as  the  inheritance  tax, 
the  stock-traneefer  tax,  and  the  tax  on  motor  vehicles,  but  the 
main  structure  is  that  outlined  above.  In  the  report  of  the  com- 
mittee, submitted  last  year,*  a  table  was  presented  summarizing 
the  main  provisions  of  the  tax  laws  of  the  State  and  it  is  not 
necessary  to  reprint  this  table  here.  However,  in  order  to  make 
clear  the  complicated  manner  in  wbidi  the  revenuea  are  collected 
and  distributed  a  ohart  (Graph  1)  hag  been  prepared  and  is 
presented  on  page  22.  An  examination  of  this  chart  will  reveal 
the  relative  importance  of  the  various  elements  in  the  present 
system  as  well  as  the  manner  in  which  the  administration  is 
delegated  and  the  yield  distributed. 

Basing  its  action  upon  an  elaborate  statistical  analysiSgt  the 
Committee  has  drawn  up  a  comprehensive  plan  for  reorganizing 
the  present  chaotic  hodge-podge  of  business  taxes  (group  3  above). 
This  plan  forms  the  oore  of  tlie  'Committee's  program.  It  simpli- 
fies the  entire  procedure.  It  providea  a  method  of  removing  the 
gross  inequalities  in  the  taxes  borne  by  different  types  of  business 
and  by  businesses  within  each  class.  It  makes  the  total  exemption 
of  remaining  vestjges  of  personal  property  a  rational  step. 
Fioolly,  it  offers  the  possibility  of  relieving  real  estate  of  its 
unenviable  position  as  the  sole  elastic  element  in  the  tax  system. 

In  addition  the  Committee  has  studied  the  operation  of  the 
several  miscellaneous  sources  of  state  revenue  and  submits  specific 
recommendationa  relating  to  the  motor-vehicle  taxes,  the  stock- 
transfer  tax  and  several  other  items. 

'TubUm  (Mtiop,  p.  IT  (iDMrt). 
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la  fonnulating  its  program  the  Committee  has  attempted  to 
keep  in  mind  the  remote  as  well  as  the  immediate  interests  a£ 
the  State.  The  definite  program  submitted  *  should  be  adopted 
not  matelj  bccaaee  of  the  value  of  the  results  which  will  at  cmoe 
be  achieved  through  its  establishment  but  also  because  of  what  it 
mikes  poBsiUo  in  ^ears  to  come.  JDany  <^anges  which  the  Com- 
mittee considers  ^ninently  sound  and  desiraHe  are  definitely 
blocked  so  far  as  immediate  action  is  concerned  hy  insuperable 
legal  and  financial  obstacles.  It  bas  been  our  aim  to  recommmd 
only  such  changes  as  promise  substantial  improvement  from  both 
the  long-time  and  the  short-time  points  of  view.  The  ad(^tion 
of  the  program  will,  we  believe,  both  provide  a.  measure  of 
immediate  relief  and  prepare  the  ground  for  further  reform  in 
the  diieetion  of  further  simplification  and  equalization. 
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mie  Cost  of  aorenunent 

The  ten-year  increase. —  The  total  per-capita  cost  of  federal, 
state  and  local  government  for  a  resident  of  the  State  of  New 
Yoii  increased  170  per  cent  from  1910  to  1920.  In  1910  the  per- 
capita  cost  of  all  government  for  a  New  York  resident  was 
$35.19;  in  1920  it  was  $94.89,  an  increaae  of  $59.70.  By  far 
the  largest  factor  in  this  increase  ia  the  tremendous  growth  of 
federal  expenditures  for  the  army,  tbe  navy,  tiie  public  debt 
and  for  other  activities  assumed  at  the  time  of  the  war  and  con- 
tinned  through  1920.  As  a  result  of  theao  war  expenditures,  the 
cost  per  capita  of  the  federal  goveomment  in  1920  shows  an 
increase  of  527  per  cent  over  1910,  while  the  per-capita  ooet  of 
the  state  government  increased  115  per  cent  and  the  increaae  in 
the  per-capita  coat  of  city,  county,  town  and  village  government, 
including  achools,  increased  76  per  cent. 

The  basis  of  these  computations  is  indicated  in  Table  1. 

TABLE  1* 

QIOVEHNMENTAI,  EZPBKSES,  1910  AHB  1920 
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Due  to  the  presence  of  deficits  and  surpluses,  the  per-capita 
figures  for  taxes  and  other  revenues  differ  somewhat  from  the 
expense  figures  shown  in  Table  2. 
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TABLE  2 

GOVSBHMBITTAI.  KBTSmTaS,   ll910  AND  1920 
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The  total  tax  burden  and  the  State's  share. —  The  great  con- 
fusion in  the  public  mind  regarding  coat  of  goveninient  and  the 
relation  of  federal,  state  and  local  finanoee  necessitates  the 
presentaticm  of  certain  general  facta. 

Tables  1  and  2  show  that  the  per^apita  burden  of  gOTemment 
for  residents  of  the  State  of  New  York  in  1920  was  about  $100.* 
This  means  that  the  average  family  k  paying,  directly  or 
indirectly,  to  the  federal,  state  and  local  governments  in  the 
nei^borhood  of  $500  a  year,  in  return  for  the  services  of 
government. 

A  second  fact  brought  out  clearly  in  the  above  figures  is  that 
about  one-half  of  the  present  burden  cf  government  for  residents 
of  the  State  of  New  York  consists  of  payments  to  the  federal 
ffovemment.  The  cost  of  all  the  functions  of  the  state  govern- 
ment, of  the  city  governments,  town  governments,  county  govern- 
ments, village  governments,  and  public-school  systems  in  the  State 
of  New  York  alt(^ther  amounted  in  1920  to  a  sum  roughly 
equivalent  to  New  York's  share  of  the  federal  budget. 

The  division  as  between  state  and  local  government  is  also 
significant.  The  total  receipts  (cf.  Table  2)  for  pnrpoaee  of  state 
government  in  1920  represent  but  slightly  more  than  11  per 
pent  of  the  entire  tax  burden,  leaving  about  42  per  cent  as  the 
share  of  the  local  government*.  It  is  clear,  therefore,  that  the 
greatest  opportunities  for  reduction  in  the  costs  of  government  in 
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the  State  of  New  York  lie  prinutrily  in  the  directicm  of  federal 
and  local  economies  rather  than  in  state  ectmomies.  Yo«t  com- 
mittee realizes  that  subetantial  progreea  is  being  made  in  the 
direction  of  more  economical  Btate  administration,  hat  we  wish 
to  make  clear  the  limited  poesihilitiea  of  rednciiig  in  any  mailed 
degree  the  general  tax  burden  unless  the  improvement  reaches 
beyond  merely  state  admiuietratiou.  If  all  the  functions  of  the 
state  government  were  oom|detdy  abolished,  the  reduction  in  the 
total  per  capita  taxes  would  be  in  the  neighborhood  of  but  11 
per  cent. 

The  direct  tax  burden. —  An  examination  of  the  taxes  levied 
OD  {Hoperty  in  this  state,  the  so-called  "  direct  taxes,"  makes  it 
clear  that  no  one  unit  of  local  govOTnmeut  within  the  State  of 
New  York  is  more  responsible  than  any  other  for  the  gradual 
increase  in  the  cost  of  goTemment  in  this  state. 

The  a^regate  taxes  levied  xtpfm  property  from  IdlO  to  1S20 
are  shown  in  detail  in  Table  3.  This  aggregate  levy  is  made  up 
of  the  taxes  laried  and  collected  through  the  looal  tax  machinery 
for  the  sni^iort  of  ci^  government,  schools,  oonn^  govenmient, 
town  government,  village  government,  and  state  government.  In 
order  that  the  c(Haparative  increases  in  the  tax  burden  imposed 
upon  each  one  of  theae  governmental  units  may  be  made  clear,  the 
data  are  presented  in  Gba;^  2.  In  the  graph  as  here  presented 
an  increase  of  10  per  cent  in  village  taxes  shows  the  same  upward 
tnni  of  the  line  as  does  a  10  per  cent  increase  for  taxes  le^ed 
for  city  pnrpoeea.  Taxes  levied  for  state  purposes  have  been 
omitted  from  this  chart  inasmuch  as  th^  are  discassed  in  greater 
detail  later  in  this  chapter  and  inasmuch  as  direct  state  tax  levies 
MB  resorted  to  only  for  the  purpose  of  balancing  the  budget  f  orm- 
isg  BO  small  a  portion  of  the  state  revenues  as  to  give  a  false 
impression  when  placed  in  comparison  with  the  local  taxes  levied. 
Compariaont  with  incre^ws  in  population  and  assessed 
▼ahies.— From  1910  to  1920  the  growth  in  population  in  the 
state  was  rongfaly  1,270,000,  an  increase  of  14  per  cent.  Ihiring 
the  same  period  the  full  value  of  taxable  real  i»operty  plus  the 
ueesied  value  of  .personal  property  of  the  state  increased  about 
45  per  cent  The  total  direct  taxes  levied  on  property  increased 
S8  per  cent    In  other  words  costs  of  government  have  been  advanc- 
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isg  math  faster  than  population  or  the  tax  base.  This  fact  is 
emphasized  bj  the  chart  on  page  30.  The  figures  far  each  cnrre 
ue  presented  on  a  percentage  basis,  1910  equalling  100  per  cent. 
hi  this  chart  the  full  value  of  taxable  real  estate  plus  ihe  value 
of  taxaUe  personal  properly  is  labelled  "  tax  base  "  and  "  taxes  " 
repieseat  aggr^;ate  direct  property  taxes  levied  for  all  purposes 
within  the  State. 

The  increase  of  public  debts. —  During  the  period  1911  to 
19S0  the  net  debts  of  cities,  oounties,  towns,  villages  and  school 
districts  in  the  State  of  New  York  increased  in  round  numbers 
fnHn  $897,000,000  to  91,560,000,000,  an  increase  of  74  per  cent. 
The  figures  for  each  jear  are  shown  in  Table  4. 

Here  again  the  increase  has  been  mudi  faster  than,  the  increase 
of  assessed  values  or  population.  The  increase  has  also  exceeded 
the  increase  of  the  direct  tax  burden  which,  during  the  same  nine- 
year  period,  increased  but  56  per  cent.  In  c(»nputing  the  debts 
of  the  varions  units  of  local  government  in  the  State  of  New 
York  both  the  bonded  and  the  temporaty  debts  have  been  included, 
while  sinking  funds  have  been  deducted  so  that  the  "  net  debt " 
lepreeents  the  net  funded  plus  the  temporary  debts  of  all  units 
of  local  government.  It  proved  impossible  to  procure  satisfactory 
figures  for  1910. 

NsT  DsBT  or  LooAz,  Qovsknmbhtal  Uhitb,  1911-1920 

1911    $896,  715,  654 

1912   972,  445,  570 

1913  1,  043,  890,  870 

1914   1, 126,  710,  873 

1915    1,  211,  399,  507 

1916   1,  250,  590,  851 

1917   1,  256, 137,  753 

1918  1,  332,  492,  554 

1919    1,  821,  592,  279 

W20   1,  559,  795, 157 


The  increase  in  die  true  tax  rate.— The  tax  rates  levied, 
thron^ont  the  State  are,  of  course,  influenced  not  only  by  the  tax 
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leries  bat  hj  tbe  accoraey  of  assessment.  In  commmiitieB  in 
which  propeorty  is  assessed  on  a  50  per  cent  ba^is,  the  tax  rate  is 
twice  as  bi^  for  the  same  tax  burden  as  it  wouLl  bare  been  if 
the  property  had  been  assessed  at  its  full  value.  To  secure 
aocorato  figures  as  to  the  Increase  of  the  true  tax  rate  in  the 
State  of  New  York  daring  t^  past  ten  years,  it  is  necessary  to 
find  what  the  average  tax  rate  would  have  been,  provided  real 
estate  had  been  aaeeeSed  at  full  value  throughout  the  State  each 
year  for  the  ten-year  period.  On  the  basis  of  the  equalization 
rates  adopted  by  the  State  Board  of  Equalization  annually,  it 
w«  found  possible  to  secure  a  fairly  dependable  figure  for  the  full 
Tahie  of  real  property  including  special  francbiaee.  To  this  was 
sdded  the  assessed  value  of  taxable  personal  property,  and  on  this 
total  base  a  tax  rate  was  computed  suf&cient  to  produce  the  aggre- 
gate taxes  levied.  An  allowance  has  been  made  in  this  computa- 
tim  for  the  fact  that  certain  personal  property,  though  taxable 
for  local  purposes,  is  not  taxable  for  State  purposes.*  The 
resohing  figure  is  the  true  average  tax  rate  for  the  entire  State ; 
that  is,  it  is  what  the  average  rate  would  have  been  had  real 
properb^  'been  aaaesaed  on  a  100  per  cent  basis.  This  computa- 
tion produces  the  following  table: 

TABLES 

Tans  AvEBAQB  Psopeety  Tax  Rate,  1910-1920 

Rate  per  Ivdex 
$1,000        1910  =  100 

1910  $17 .32  100 

1911   18. 72  108 

1918  16. 64  96 

1913    19 .93  115 

19U  17.18  99 

1915    18. 24  105 

me   18.72  108 

1917    19. 99  115 

1918 21.17  122 

1919    21-83  126 

1920   22.45  130 
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The  mariced  variations  evident  in  1911  and  1913  are  due  almost 
eutirely  to  the  lai^o  increases  in  the  taxes  levied  by  New  York 
City  for  thoee  two  years.  With  these  exceptions,  there  has  been  a 
gradual  and  consistent  increase  in  the  rate,  amounting  to  30  per 
cent  in  the  ten-year  period. 

Per-capita  state  expenditures  and  commodity  prices. —  Aa  hae 
been  pointed  out,*  the  per-capita  costs  of  state  government  have 
risen  from  $4.21  in  1910  to  $9.06  in  1920.  The  peiMsapita 
figures  for  each  of  the  intervening  years  and  also  for  the  thirty 
years  preceding  will  be  found  in  Table  6.  The  per-capita  receipts 
fiDin  all  sources  for  purposes  of  state  government  show  an  even 
larger  increase  due  to  the  deficit  appearing  in  1910,  and  to  the 
T«Ty  large  surplus  which  was  accumnlated  in  1920. 

It  most  not  be  forgotten  that  a  government,  like  a  private  cor- 
poration, has  to  go  into  the  open  market  and  buy  its  supplies  and 
materials  and  that  during  recent  years  there  has  been  an  abnormal 
increase  in.  the  price  level.  It  is  of  interest,  consequently,  to  com- 
pare the  course  of  state  expenditure  with  the  variations  in  the 
price  level.  This  is  worte<l  out  on  a  percentage  basis  in  Table  7 
ud  is  illustrfltcd  in  Graph  4. 


PeR-CaPITA    EXPBNDITITRK.S    OF    StATE    GovBENMENT    CoMPARKn 
WITH  TIIK  LeVSL  of  WllOLESAI.R  PeiCES.       1910  =  100%. 
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From  these  figures  it  is  clear  tbat  in  spite  of  the  phenomenal 
inereaae  in  the  per-<upita  cost  of  state  govemment,  115  per  cent 
in  ten  years  —  this  increase  is  very  considerably  less  than  the 
general  increase  iu  whole8a^e  costs  during  the  same  period.  The 
oorrelation  could  not  be  expected  to  be  an  exact  one,  of  course, 
for  the  things  whidi  the  State  buys  with  ita  money  do  not  coi^ 
respond  at  all  exactly  with  the  Bureau  of  Labor's  list  of  com- 
modities. Moreover  the  scope  of  the  State's  task  has  changed 
daring  the  period.  The  fact  that  since  1910  the  state  govem- 
ment has  assumed  many  new  functions  as  well  as  a  larger  share 
of  many  of  the  local  functions  would  give  grounds  for  expecting 
»  very  sharp  rise  in  the  line  representing  state  expenditure  in 
relation  to  the  rise  in  the  price  index. 

The  sodden  drop  of  the  per-capita  cost  of  state  government  in 
1916  was  due  to  the  fact  that  the  fiscal  year  was  shortened  by 
dine  months  in  that  year,  thereby  substantially  reducing  the 
expenditures  without  producing  a  corresponding  effect  npon  the 
leceipta.  !Except  for  this  single  year  it  will  be  seen  that  the 
increase  in  the  costs  of  govemment  have  in  the  main  risen 
gradually  from  year  to  year. 

Surpluses  and  deficiencies. —  A  study  of  the  receipts  and 
expenditures  of  the  state  govemment  during  the  past  forty  years 
reveals  a  wide  variation  between  the  receipts  of  the  State  and 
its  financial  needs.  The  result  has  been  a  series  of  deficiencies 
ind  sorpluses,  the  size  of  which  has  been  verj-  large  indeed 
in  several  recent  years.  This  situation  is  emphasized  by 
On^  5,  which  is  based  upon  the  figures  contained  in  Table  S. 
This  record  of  surpluses  and  deficiencies  indicates  clearly  the 
faiJure  of  the  state  budget  to  balance  from  year  to  year  with  a 
resBonable  degree  of  nicety.  Your  Committee  believes  that  the 
idoption  of  the  tax  program  presented  in  this  report  tt^ether  with 
the  improvement  under  way  in  connection  with  the  preparation  of 
the  budget  will  tend  to  stabilize  the  receipts  and  expenditures  of 
the  govemment  in  such  a  way  as  to  cut  surpluses  and  deficiencies 
to  ne^igible  amounts.  Such  a  result  is  very  desirable  for  it  is 
unfair  to  the  taxpayer*  either  to  make  them  pay  more  than  is 
Mcessary  for  the  govemment  in  any  one  year,  or  to  relieve  the 
twpiyera  of  any  given  year  at  the  e^iense  of  taxpayers  of  other 
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Receq>ts  from  "  direct  "  and  "  indirect "  sources. —  Table  8 
and  Orajdi  6  compare  tbe  total  receipts  for  general  purposes  of 
state  govermneat  since  1881  with  the  receipts  from  the  "  direct " 
state  taxes  levied  on  general  property  during  these  same  periods. 

TABLE  8 

Sbabe  ov  New  York  State  Bboeifts  Sttfflied  bt  Dibect  Tax, 

Fivb-Yeab  Periods,  1881-1920 
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The  graph  maked  very  clear  tbe  change  in  die  function  of  the 
direct  tax  during  this  period.  Prior  to  1900  it  was  the  main 
source  of  state  revenue.  Since  that  time  it  has  been  merely  the 
elastic  element  in  the  system,  depended  upon  to  balance  tbe 
budget.  The  Committee's  recommendation  regarding  tbe  con- 
tinuance of  this  direct  tax  a[^>earB  on  page  57.  During  the  five 
Tears,  1906-ldlO,  during  1914  and  during  1916,  no  direct  state 
tax  was  levied  on  general  property.* 

•-neipnal  mum  in  whish  tba  term  "direct"  lax  »~iiHid  In  Nsw  Y<wk  (hould  twnotad- 
HutaBMnlr  (o  tiM  tUU  tnToa  propartr-     It  doM  not  loduda  tha  psnaal.  IneoB*  Ui  or 
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Local  Finance  - 

Miscellaneous  suggestions  regarding  local  finance. —  It  has 
been  shown  that  the  increase  in  the  costs  of  local  goTemmcnt  au<l 
the  increase  in  the  net  debt  of  the  local  governmental  units  during 
the  past  ten  years  have  far  exceeded  both  the  growth  cf  population 
and  the  growth  of  the  tax  base.*  While  these  facts  are  of  import- 
ance as  an  indication  of  the  growth  of  the  burden  being  borne 
by  taxpayers,  it  by  no  means  follows  that  local  government 
generally  is  costing  more  than  is  le^timate.  It  does  indicate 
the  need  of  cantion.  During  the  same  ten-year  interval  the 
standards  of  governmental  service,  especially  in  the  cities,  in  the 
larger  towns,  in  the  villages  and  in  the  schools  have  risen  very 
materially.  We  are  no  longer  satisfied  with  the  same  quality  of 
governmental  service  which  was  acceptable  a  few  jeaR  ago.  The 
extension  of  municipal  functions  also  has  been  very  marked  dur- 
ing the  past  ten  years,  especially  in  the  field  of  public  recreation 
and  general  welfare.  Our  local  governmental  units  today,  there- 
fore, are  rendering  far  more  service  and,  as  a  whole,  far  better 
Service  than  wa^  furnished  at  the  beginning  of  the  decade.  These 
facts,  together  with  the  very  unusual  decrease  in  the  parchasing 
power  of  the  dollar,  undoubtedly  go  some  distance  in  explaining 
the  great  increase  in  the  cost  of  local  govemmemt  to  vrfaich  atten- 
tion has  been  called.  However,  certain  points  have  been  brought 
to  our  attention  which  indicate  that  they  by  no  means  supply  a 
oomple'"'  ''xplanation.  The  situation  is  one  which  in  our  opinion 
deserves  a  more  elaborate  study  than  has  as  yet  been  made. 

Ohoahization  and  Efficiency. —  The  preliminary  examina- 
tion of  local  financial  methods  made  by  this  Committee  during  the 
course  of  its  earlier  efforts,  showed  conclusively  that  there  were 
many  points  at  which  improvements  could  be  made  in  govern- 
mental organization  and  methods  in  the  interests  of  more  economi- 
cal and  more  efficient  administration.  A  great  many  of  our  cities 
and  all  of  our  urban  counties  are  at  present  operating  under  forma 
of  govenimental  organization  that  are  in  many  respects  unsatis- 
factory and  wasteful. 
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CxHTXAi,  FuBCHASmo. —  The  cities  of  the  State  are  wasting 
Urge  eama  of  money  annually  through  unbusinesslike  methods  of 
porcbasing.  Very  few  have  established  central  purchasing  offices. 
In  past  years  many  city  officials  have  testified  before  this  Com- 
mittee that  the  lack  of  systematic  purchaaing  has  increased  gov- 
ernmental costs  and  have  advocated  central  purchasing  as  a  means 
of  economy.  The  ciUes  which  have  adopted  this  essential  busi- 
ness reform  are  for  the  most  part  strongly  in  its  support.  At  such 
times  as  these  the  careful  handling  of  the  cities'  purchasing 
power  is  of  especial  importance. 

Thb  Tax  Cai.bndas. —  Many  of  the  cities  of  tiie  State  still  con- 
tinue the  practice  of  paying  interest  on  temporary  loans  which 
might  be  avoided  if  the  taxes  were  collected  early  ^ough  in  the 
fiscal  year  to  mate  temporary  borrowing  unnecessary.  The 
Comptroller  of  New  York  City  has  stated  that  the  delay  in  the 
collecticm  of  the  first  installment  of  city  taxes  until  the  fifth 
month  of  the  fiscal  year  costs  approximately  three  million  dollars 
annaally.  When  Troy  abolished  late  tax  collections  by  changing 
the  municipal  tax  calendar,  $42,000  was  saved  the  first  year'  alone. 
Tn  Middletown  an  annual  saving  of  $7,000  has  been  made  by  a 
similar  change  of  the  tax  calendar.  While  it  ha9  been  impossible 
for  the  Committee  to  make  a  complete  estimate  of  the  interest 
charges  that  can  be  avoided  by  advancing  the  dates  of  tax  col- 
lection in  the  score  or  more  cities  which  now  b^n  collections  any- 
where from  three  to  nine  months  after  the  first  of  the  fiscal  year, 
an  estimate  hased  on  payments  of  1919  indicates'  that  the  sum 
may  run  as  hi^  as  three  or  four  million  dollars  per  yda." 

MuNiciPAi  BoHDiNG. —  In  years  gone  by  there  has  been  much 
extravagant  and  unsound  bonding  by  the  cities  of  this  State.  In 
reeeai  years  there  has  been  a  marked  improvement  but  the  Com- 
mittee believes  that  further  legislation  will  be  required  before  the 
problem  will  be  solved. 

It  is  appreciated  that  the  above  are  scattered  suggestions  rather 
than  a  comprehensive  program.  The  entire  field  is  one  which  in 
onr  opinion  would  really  repay  further  study. 
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The  Personal-Propa^  Tax 

Afl  has  been  explained  above,*  it  was  felt  Uiat  the  time  was 
ripe  to  review  the  TariouB  elements  in  the  tax  system  in  order  to 
determine  the  present  distribution  of  tax  burdens  and  to  asoertaiii 
whether  the  progress  of  ihe  theory  and  technique  of  taxation  did 
not  offer  the  possibility  of  substantial  improvement.  The  results 
of  this  survey  are  taken  up  in  detail  in  the  separate  sections  which 
follow. 

The  facts  regarding  personal-property  assessments. —  In  the 
course  of  a  long  evolution  the  property  tax  in  the  State  of  New 
York  ha«  resolved  itself  into  what  is  practically  a  tax  on  real 
estate.  Whereas  personalty  made  up  more  than  35  per  oent  of 
the  assessed  value  on  the  rolls  in  1868  and  more  than  10  per  cent 
as  late  as  1905,  it  comprised  less  than  6  per  cent  of  the  tax 
base  in  1910,  less  than  4  per  cent  in  1915  and  less  than  2  pe>r 
cent  in  1920.  The  total  assessed  value  of  personalty  in  New  York 
State  in  1920  amounted  to  only  $255,263,116.  The  proper^  tax 
on  personalty,  as  it  now  stands,  is  a  collection  of  miscellaneous 
odds  and  ends. 

From  the  detailed  figures  presented  in  Tables  9  and  10  it  ap- 
pears that  in  the  forty  years,  1840  to  1880,  the  assessed  value  of 
real  estate  in  New  York  increased  352  per  cent,  while  the  assessed 
value  of  p^rsDnal  property  increased  170  per  cent  During  this 
period  the  property  tax  was  in  fact  a  t/enerol-prc^rty  tax,  and  all 
realty  and  personalty  with  some  unimportant  exceptions,  was  sub- 
ject to  it.  With  the  rapid  growth  of  the  corporate  iorm  of 
organization  there  is  every  reason  to  believe  that  the  value  of 
personalty  was  increasing  as  rapidly  as  the  value  of  real  property, 
and  the  difference  in  the  rate  of  increase  shown  by  the  figures  of 
■  assessed  valnes  is  a  measure  of  the  failure  of  the  general-prop- 
erty tax  as  a  tax  on  personalty. 

In  the  forty  years  1880  to  1920  the  assessed  value  of  real  estate 
increased  534  per  oent,  while  the  assessed  value  of  personalty 
decreased  to  75  per  cent  of  the  value  in  1880.  During  this  period 
the  failure  of  the  {i^neral-property  tax  to  reach  personalty  was 
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remgnized,  and  large  classes  of  property  were  withdrawn,  to  be 
t&xed  in  other  ways. 

Before  1880  only  the  personal  pn^rty  of  religious,  charitable 
and  similar  OTganizations  and  a  certain  minimum  of  household 
furniture  and  personal  effects  were  exempted  from  the  property 
tax.  In  1880  the  capital-atoek  franchise  tax  was  first  imposed 
on  certain  corporations  and  these  were  exempted  from  further 
state  taxation  on  personalty.  This  personalty  was  still  subject, 
bowercr,  to  local  property  taxes,  and  it  was  twenty  years  before 
any  class  of  personalty  waa  exempted  entirely  from  the  property 
tax  to  be  reached  in  other  ways. 

In  1901,  when  the  one  per  cent  tax  was  imposed  on  bank  stock 
and  on  trust  companies,  these  were  exempted  from  all  property 
taxes,  state  and  local,  on  personalty.  In  1905  mortgages  were 
withdrawn  from  the  property  tax  to  be  subjected  to  a  recording 
tax  instead,  and  in  1911  die  secured-debts  tax  gave  the  holders  of 
certain  intangibles  the  option  of  securing  their  exemption  from 
the  general-property  tax.  Also  in  1911  the  license  tax  on  motor 
rebides  replaced  the  personal  property  tax  on  this  class  of  prop- 
^rtj.  In  1917  the  franchise  tax  on  net  income  of  'business  coi^ 
porations  exempted  all  personalty  of  such  corporaticms  from  the 
property  tax.  Finally,  under  the  terms  of  the  personal  income 
tax  law  of  1919,  as  amended,  such  intangibles  as  were  still  taxed 
as  personal  property  were  withdrawn  from  that  tax. 

In  consequence,  only  a  remnant  of  personalty  is  still  subject 
to  the  property  tax.  This  includes  for  local  purposes  the 
tangible  personalty  of  those  corporations  subject  to  the  capital- 
stook  tax  (sec.  205),  and  for  state  and  local  purposes  such 
personalty  as  farm  animals  and  machinery,  the  stock-in-trade  of 
on  incorporated  businesses,  and  household  furniture  and  personal 
effects  in  exeess  of  $1,000.  That  even  these  classes  are  not 
reaehed  effectively  is  indicated  by  the  fact  that  the  total  personal- 
property  assessment  for  1920,  including  such  corporate  personalty 
u  is  still  taxed  locally,  was  $255,000,000,  while  the  true  value 
of  live  stock  alone  was  estimated  to  be  greater  than  this  ei^t 
years  earlier.* 

'U.8.Cmnu,  WtalO,  Ditl  and  Tualian.  1S12 
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Gr^bs  7  and  8  show  clearly  the  decHoe  in  the  importance  of 
persoDfil  property  abeolutelj  and  in  relation  to  the  other  elements 
in  the  tax  base. 

TABLE  9 

PtBSOKAL    PbOPEBTY   ASSESSED   UNDEK  THE    GKNEnAL-PltOPEBTY 

Tax  at  Five-Teak  Iktehvaxs,  1840-1920 
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TABLE  10 

Pebsonai.  Pkopebty  Subject  to  the  General-Pkopbbty  Tax, 

1896-1920 
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Complete  exemptioa  of  personal  property  reccHnmended.— 
In  the  opinion  of  the  Committee  the  continuance  of  the  taxation 
of  these  last  vestiges  of  personal  property  serves  no  useful  pur- 
pose from  the   point  of  view  of  improving  the  equity  of  the 
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ayatgrn.  Its  abolition  would  inrolve  no  great  Iom  in  public  revenue 
and  would  materially  simplify  and  clarify  the  tax  situation.  The 
Committee  recommends  that  a  statute  be  passed  exempting  en- 
tirely personal  property  from  taxation,  restricting  the  propert^r" 
tax  to  real  estate. 

A  large  proportion  of  the  personal  property  rejwrted  for  taxation 
consists  of  live  stock,  stock-in-trade  of  unincorporated  merchants 
and  other  income-producing  goods.  The  income  arising  from  auch 
goods  is  already  subject  to  the  income  tax  and,  in  So  far  as  they 
form  a  part  of  the  assets  of  unincorporated  business,  such 
income  would  be  Bubject  to  the  proposed  new  tax  on  unincor- 
porated business.*^  The  adoption  of  an  unincorporated  business 
tax  completely  overcomes  most  of  the  obstacles  whicli  have  prc- 
\'iou8ly  blocked  the  proposal  to  exempt  personal  property  entirely. 
It  may  be  that  sometime  in  the  distant  future,  tbe  State  may 
revert  to  a  general  property  test  iu  some  form  as  a  part  of  the  set 
of  criteria  by  which  tax  burdens  sliail  be  distributed  but  the  emas- 
culated remains  of  the  discredited  personal-property  taa  will  form 
no  important  starting-point  for  such  a  new  development,  if  it  ever 
comes. 

The  total  estimated  yield  of  the  tax  on  personal  property  for 
the  certain  specified  years  is  as  follows. 

1901 $10,745,000 

1911 6,439,000 

1918 10,706,000 

1919 9,238,000 

3920 6,428,000 

The  state's  share  of  the  1920  coUoctiona  amounted  to  about 
$259,000.  The  proposed  unincorporated  business  tax,  which 
could  not  properly  be  established  so  long  as  the  presrait  personal 
property  taxes  remain,  may  rbe  expected  to  produce  more  than 
twice  the  total  amount  now  collected  from  personal  property.  The 
yield  of  the  proposed  new  tax  should  be  so  divided  as  to  protect 
the  local  communities  from  any  diminution  in  revenue  what- 
soever. 
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The  Eeal-Estate  Tu 

As  a  conseqnenee  of  the  breakniown  of  tie  personal-property 
tax  deecribed  above,*  real  estate  has  come  to  be  practically  the  Bole 
element  in  the  property-tax  base  and,  in  the  almost  complete 
absence  of  other  elastic  elements  in  the  tax  system,  has  feeen  called 
upon  to  bear  the  bmnt  of  the  recent  increase  in  the  cost  of  govem- 
mentt 

The  burden  on  real  cstftte. — Any  attenlpt  to  measure  quantita' 
tively  and  with  exactness  the  increase  in  the  real  burden  of  the 
real-eftate  tax  is  surronnded  by  serious  difficnlties  of  both  a  theo- 
retical and  a  practical  nature.  The  statistics  of  assessed  value  are 
often  of  doabtful  dependability.  The  rates  in  the  different  taxing 
districts  vary  so  wid^y  as  to  make  difficult  the  presentation  of 
an  accurate  picture  of  the  situation.  There  are  questions  always 
present  as  to  the  extent  to  which  the  taxes  have  been  anticipated 
and  allowed  for  in  setting  the  porchase  price  of  the  proper^. 
There  are  relationships  between  real-estate  values  and  general 
rates  of  interest.:^  All  in  all,  the  task  of  gauging  the  real  estate 
tax  burden  is  one  to  be  approached  with  diffidence  and  caution. 
Conclusions  may  not  be  hastily  drawn  or  dogmatically  stated. 
However,  the  tendencies  revealed  by  a  study  of  the  facts  stand  out 
so  plainly  that  certain  definite  deductions  may  safely  be  made. 

The  Gbowth  of  the  Tax  Kate  oit  Real  Estate. —  The  bare 
facts  regarding  the  increase  in  tax  rates  on  real  estate  are  in  them- 
selves of  considerable  significance.  Viewed  from  the  long-time 
point  of  view  the  increase  has  been  very  large  indeed.  Moreover, 
the  rate  of  increase  has  been  greatly  accelerated  in  the  last  decade. 
Katerial  illustrating  the  growth  of  tax  rates  on  real  estate 
over  a  long  period  has  been  made  available  to  the  Committee 
flinm^  the  kindness  of  Dr.  Or.  B.  L.  Amer,  who  has  under  way 
an  extensive  investigation  at  the  relation  of  assessed  values  to  true 
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values  for  Manhattan  real  estate  for  a  period  running  back  to 
1850.  Accepting,  finbject  to  subsequent  qualification,*  tme  tax 
latee  on  the  full  value  of  the  real  estate  as  an  indication  of  burden, 
Br.  Amer  estimates  that  the  burden  on  real  estate  in  Uanhattan 
in  1921  is  at  least  five  and  one-half  times  as  great  as  It  was  seventy 
years  ago-f 

Table  11  presents  fairly  complete  and  eatisfactory  data  cover- 
ing the  period  1900-1920.  These  figures  relate  to  t^e  State  as 
a  whole,  all  taxes  which  have  been  actually  levied  against  real 
estate  being  compared  with  the  full  value  of  real  estate  for  each 
year  in  the  period.  It  will  be  noted  that  the  true  rate  on  real 
estate  has  moved  upward  in  the  course  of  twenty  years  from  1.49 
to  2.56.  Moreover,  by  far  the  greater  part  of  the  increase  has 
come  since  1910.  Whereas  the  rate  moved  from  1.19  to  only  1.72 
in  the  first  decade  after  1900,  it  rose  from  1.72  to  2.56  in  the 
second. 

If  one  accepts  Br.  Amer's  figures  as  indicative  of  the  general 
situation  in  the  early  fifties  one  may  say  that  real  estate  tax  rates 
in  New  York  City,  at  least,  have  increased  nearly  as  much  in  the 
last  ten  years  as  they  did  in  the  preceding  sixty. 

It  should  be  noted,  however,  that  the  1910-1920  comparison  is 
somewhat  unfair  because  the  rate  in  1910  was  relatively  low  and 
in  1920  relatively  high  as  compared  with  the  years  immediately 
preceding.  The  five-year  moving  average  presented  in  the  laBt 
coltimn  of  Table  11  minimizes  these  variations. 
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TABLE  11 
Gkowtu  of  the  Tax  Rates  on  Reai,  Estate,  1900-! 
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It  is  iiecessai7,  morever,  to  bear  in  mind  the  fact  that  the  figures 
pres^ted  in  Table  11  are  aggregates  in  which  man;  extreme  cases 
sre  submerged.  In  some  districts  the  rates  on  fall  value  of  real 
Htate  are  insignificant.  Thus,  in  1919,  there  were  rates  which' 
fell  below  one  per  cent.  On  the  other  hand,  in  the  same  year,  one 
taxing  authority,  Saratoga  Springs,  imposed  a  rate  of  nearly  6 
percent  (4.98^)  on  estimated  tme  value. 

Table  12  showa  the  tax  rates  actually  applied  to  the  assessed 
values  (not  full  values)  of  property  in  all  of  the  cities  of  the  State 
during  the  period  1906-1921.  It  will  he  noted  that  two  cities 
show  increases  in  rates  in  1921  as  compared  with  1920  for  every 
one  city  which  shows  a  decrease. 

The  Tax  Rate  as  an  Indication  of  Beai.  Bubden. —  This 
phenomenal  recent  increase  in  the  tax  ra.te,  while  significant,  is  not 
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significant  to  the  full  extent  of  its  face  value.  As  an  iodication  of 
the  increase  in  the  burden,  it  must  be  discounted  for  several 
reasouB.  During  this  period  tliere  has  been  an  increase  in  the  rate 
of  interest.  The  effect  of  this,  in  the  absence  of  other  changes, 
vrouM  be  to  decrease  real-estate  values  so  that  the  same  amount  of 
taxes  would  form  a  larger  percentage  of  the  entire  value.  Such  a. 
decline  in  real-estate  values  baa  not  actually  taken  place  owing  to 
the  fact  that  increase  in  income  (actual  and  expected)  from  real 
estate  has  apparently  more  than  offset  the  change  in  interest  rates. 
This  increase  in  income  is  partly  the  result  of  impTovements,  but 
partly  also  the  result  of  unexpected,  and  hence  uncapitalized,  in- 
come. The  so-called  "  unearned  increment "  arising  from 
the  fairly  steady,  and  not  entirely  foreseen,  increase  in  income 
from  land  may  have  been  sufficient  in  some  cases  to  cancel  a 
substantial  portion  of  the  burden  arising  from  increasing  taxes. 
Finally,  the  tendency  for  tax  rates  to  increase  is  so  general  that 
these  increases,  as  well  as  the  increases  in  income,  must  to  some 
extent  have  been  foreseen  and  capitalized. 

However,  an  inspection  of  the  statistics  of  rates  leads  one  to 
doubt  seriously  whether  even  astute  investors  could  have  antici- 
pated with  any  high  degree  of  exactness  the  courae  which  ratei 
have  actually  taken.  In  general  the  factors  mentioned  in 
the  preceding  paragraph,  while  of  importance,  probably  do  not 
invalidate  the  rising  rate  as  an  approximate  indication  of  the 
increasing  burden  of  the  tax.  In  this  connection  it  must  be 
borne  in  mind  that  in  real  estate  is  included  not  merely  land  but 
improvements  as  well  and  several  of  the  qualifications  stated  above 
do  not  apply  with  equal  force  to  that  element. 

All  in  all,  the  committee  believes  that  the  figures  reveal  a  very 
serious  increase  in  the  burden  on  real  estate. 

The  Eea]>Estatb  Tax  ab  a  Business  Tax. —  One  of  the 
difficult  problems  which  faced  the  Committee  was  the  treatment  of 
real-estate  taxes  paid  by  business  concemB.  Were  such  taxes  to  be 
counted  as  tax  burdens  on  the  business  in  the  same  sepse  as  other 
taxes  paid  by  the  business  ?  In  calculating  the  total  tax  which  a 
giv^i  business  should  pay,  should  the  real-estate  tax  be  takoi 
into  account  at  its  full  amount,  at  cnly  a  portion  of  that  amount, 
or  not  at  ain 
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Fnder  the  generally  accepted  economic  analyais,  an  old  and 
eiqwcted  land  tax  imposes  no  burden  upon  a  new  purchaser.  If 
the  tax  on  the  land  is  not  in  excess  of  the  accustomed  and  ex- 
pected rate,  a  basLness  using  more  land  than  another  buainras 
is  at  no  disadvantage  because  of  the  larger  land  tax  it  pays  as 
ocanpored  with  the  business  using  less  land  and  paying  less  land 
taxes.  All  would  agree  that  new  and  unexpected  increases  in 
luid  taxes  would  certainly  constitute  a  burden  to  the  own^  and 
much  of  the  present  real-estate  tax  rate  is  certainly  new  and 
probably  unexpected.  Moreover,  taxes  on  improvements  are  bur- 
densome, except  in  so  far  as  they  may  be  shifted. 

This  leaaoning  leads  to  the  conclusion  that  real-estate  taxes 
paid  by  business  men  are  a  burden  but  are  burdens  distincdy 
lest  per  doUar  of  tax  paid  than  imposts  such  as  income  taxea. 
How  modi  less  burdensome  they  are  it  is  impossible  to  determine. 

Var  other  reasons  as  well  it  seems  wise,  in  mahing  comparisons 
of  boainess  taxes,  to  decline  to  recognize  real-estate  taxes  as  true 
hminees  taxes.  Not  only  are  they  partly,  perhaps  largely,  bur- 
denksB,  bot  thery  are  deductible  as  expenses  in  arriving  at  net 
ineome  when  that  base  is  used  in  imposing  a  business  tax.  More- 
over, it  would  be  quite  out  of  the  question  to  vary  the  rate  of  a 
business  income  tax  to  take  into  account  the  tax  burden  on  the 
real  estate  used  in  the  business.  The  real  solution  would  se»n 
to  be  (1)  to  consider  the  real-estate  tax  a  general  imprarsonal  tax 
applying  to  all  real  estate  however  used,  whether  in  bosiness  or 
otherwise,  with  rates  stabilized  so  far  as  practicable,  and  (2) 
to  make  the  business  tax  apply  to  the  net  income  of  all  business, 
recognizing  land  taxes  aa  deductions  in  arriving  at  snch  net  in- 

Tbb  BzLATioijr  OF  ErAL-EsTATE  Tassb  to  Net  Income  in 
R«ai-Kbtatk  Vekturbs. —  The  soundness  of  the  general  position 
assumed  in  the  preceding  paragraphs  becomes  more  apparent  when 
one  comes  to  consider  the  question  of  the  burden  of  taxea  in  the 
case  of  various  types  of  real-estate  enterprises.  The  Committee 
felt  that  the  importance  of  this  subject  did  not  warrant  a  com- 
prehensive  original  investigation  in  this  field  and  the  following 
■tttanents  are  based  on  the  testimony  of  real-eetate  men  who  were 
invited  to  supply  data  bearing  on  the  queetioiL 
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Iq  the  ease  of  nuo;  tjpical  inTeetmeDta  in  vacant  land,  for 
example,  uadertaken  as  bueinesa  propositions,  tbe  taxes  accmnn- 
late  almost  as  rapidly  as  the  iocrease  in  land  values.  It  is  a 
very  common  experience  to  find  that  the  sum-total  of  the  real- 
estate  taxes  paid  during  the  progress  of  such  a  speculation  greatly 
exceeds  the  sum  fioallj  received  as  the  net  profit.  The  taxes  are 
considered  as  mere  carrying  charges  and  are  estimated  and 
allowed  for  when  entry  upon  the  project  is  under  consideration. 

When  apartment  buildings  are  purchased  by  investors  in  the 
hope  of  profit  through  operation  tbe  real-estate  taxes  commonly 
amount  to  approximately  50  per  cent,  of  net  income  before  deduc- 
tion for  taxes.  In  the  case  of  office  buildings  the  figures  usually 
run  higher — from  60  to  70  per  cent. 

The  speculative  builder  of  apartments  finds  taxes  a  somewhat 
smaller  item  than  the  land  speculator  or  the  operator  because  of 
the  short  time  he  holds  the  property.  !Real-estate  taxes  in  Epical 
ventures  of  this  type  run  from  approximately  20  to  25  per  cent 
of  net  income  before  taxBs  are  deducted. 

It  is  generally  admitted  by  real-estate  men  that  tbe  reoognition 
of  real-estate  taxes  as  true  business  taxes  in  such  cases  as  these 
would  give  an  entirely  distorted  conception  from  the  point  of  view 
of  burden. 

The  Rblatioh  of  Bbax-Estatb  TA:!es  to  the  Net  Income 
or  Tabubbb. —  The  committee  thinks  this  an  important  subject 
whidi  would  well  repay  thorough  inveetigation.  Our  own  staff 
has  found  it  impossible,  owing  to  lack  of  time,  to  enter  upon  this 
&tAd.  We  have  come  upon  intimations  of  excessive  burden  in 
some  parts  of  the  State,  but  the  material  at  present  is  very  sparse. 
However,  the  results  of  a  series  of  studies  made  by  tbe  New  Tork 
State  Ctdlege  of  Agriculture  has  been  analyzed.  These  studies 
were  undertaken  for  the  purpose  of  ascertaining  the  actual  income 
of  farmers  in  various  parts  of  the  State.  Satisfactory  data  are 
available  for  <m\y  a  limited  region,  a  prosperous  fruit-growing 
section,  Newfane  Township,  Niagara  County,  Kew  York. 
Becords  of  farm  income  extending  over  ei^it  years  are  available 
for  this  district.  Scattered  returns  for  shorter  periods  have  been 
available  for  certain  other  districts. 

Farm  income,  for  the  presoit  purpose,  has  -been  accepted  as 
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the  snm  of  throe  items  shown  on  the  reports  of  the  New  York 
State  Collie  of  Agriculture.     These  are: 

(1)  Average  income  from  owned  capital  and  farmer's  labor 

(money  available  for  farmer's  living  and  saving) ; 

(2)  Value  of  farm  products  furnished  by  farm  to  family 

living;  and 

(3)  Estimated  value  of  house  rent  furnished  by  farm  to 

farmer's  living. 

The  ratio  of  real-estate  taxes  to  the  sum  of  these  items  has 
been  determined  for  the  group  of  farms  in  Newfane  Township, 
■nd  for  other  farm  groups.  The  amount  paid  in  taxes  has  been 
added  to  the  net  income  in  securing  a  base  for  the  ratio.  The 
following  are  the  resnltA  secured  for  the  Newfane  Township 
farms: 

Kktio  o[  real.«Wte 
Yw  No.  tamia  taiH  to  D>t  iooonia 

1913  87  2.6  per  rem 

1914  98  8.9  per  cenl 

1915  81  7.1  per 

1916  88  5.1  per  cent 

1917  113  6.3  per 

1918  150  5.1  per  pen' 

1919  156  5.6  per  cen1 

1920  178 7.0  per  ccnf 

Average  ratio  for  whole  period —  5.6  per  cent. 

A  similar  ratio  was  worked  out  for  a  group  of  farms  in  a  pros- 
perooa  r^on  in  the  Chemung  Valley  in  Chemung  County.  The 
ratio  is  an  average,  being  based  upon  returns  from  60  to  107 
farms,  for  the  period  1912-1918,  inclusive.  For  this  group  the 
ratio  of  real-estate  taxes  to  farm  income  was  4.6  per  cent,  for  the 
period  covered. 

For  578  farms  in  a  prosperous  region  in  northern  Livingston 
Connty,  New  York,  the  ratio  of  real-estate  taxes  to  farm  income 
in  1908  was  3.6  on  the  average.  For  697  farms  in  the  same 
region  the  ratio  was  7.0  per  cent  in  1918.  The  ratio  almost 
douWed  in  the  coarse  of  the  ten-year  interval. 

For  a  region  of  average  prosperity  in  Dryden  Township  the 
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average  ratio  of  real-estate  taxes  to  farm  income  for  250  farms. 
in  1917,  was  6.3  per  eeut. 

It  is  believed  that  the  percentages  here  given  are  aboormallv 
low  both  because  the  samples  are  taken  for  the  most  part  from 
very  prosperous  districts  and  because  the  period  under  review  has 
been  an  abnormally  prosperous  one  in  the  agricultural  sections. 
It  is  not  believed,  if  a  complete  study  were  made  of  the  farmer's 
situation  in  the  State  at  large,  for  other  periods,  and  particu- 
larly in  certain  districts  of  the  State,  that  any  such  relatively 
favorable  percentage  for  the  farmer  would  emei^. 

The  REI.A.TIOTT  op  Bbal-Estate  Taxes  to  Net  Income  of 
Othes  Busihebses. —  The  facts  presented  in  this  section  and  the 
preceding  one  are  of  interest  when  compared  with  similar  data  for 
other  businesses.  Figures  which  are  roug^y  comparable  are  found 
in  Part  II  of  thia  report  for  mercantile  and  manufacturing  cor- 
porations, financial  institutions  and  public  utilitiee.  The  per- 
centage of  net  income  paid  in  property  taxes  for  soch  companies 
are  as  follows : 

Mercantile  and  manufacturing  corporation. . . .       4.5     per  cent. 
Financial  institutions: 

National  banks    1.5     per  cent. 

State  banks 3.5     per  cent. 

Trust  companies 4.1     per  cent. 

Savings  banks    3.0     per  cent. 

Public  utilities: 

Steam  railroads  24.6     per  cent. 

Electric  railways   38.05  per  cent. 

Telephone  and  telegraph  companies 12.1     per  cent. 

Gas  and  electric  companies 20.5     per  cent. 

In  the  case  of  the  public  utilities,  special  franchittcs,  inclndiug 
intangible  elements,  are  taxed  as  real  estate.  The  committee  pro- 
poses a  change  *  in  the  direction  of  a  more  strict  definition  of  the 
real  estate  of  public  utilities,  the  recognition  of  real-estate  taxes 
as  expenses  in  arriving  at  net  business  income  and  a  business  tax 
applying  to  all  net  busineBs  income  so  defined.  It  favors  a  reduc- 
tion in  the  tax  on  real  estate-f    It  does  not  favor  the  recognition 
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of  the  real-estate  tax  as  a  business  tax  and  the  modification  of  the 
rates  of  the  business  income  tax  because  of  varying  amounts  of 
Teal  estate  used  iu  the  various  businesses.  This  position  is  based 
in  part  npon  the  conviction  that  all  chaises  connected  with  real 
estate  used  in  a  business,  including  the  taxes  on  sudi  real  estate, 
are  (except  in  so  far  as  they  are  capitalized)  ordinarily  passed 
on  to  consumers  in  the  form  of  higher  prices  and,  if  they  are  kept 
within  reasonable  limits,  form  a  proper  element  in  the  charge 
for  commodities.  The  competitive  significance  of  such  taxes  is 
bdieved  to  be  slight  in  most  cases. 

The  Bukden  of  Home-Owners  and  Recjt-Patebs. —  The 
Committee  is  convinced  that  the  advance  in  the  rates  of  the  real- 
estate  tax  has  worked  a  real  hardship  upon  the  small  home-owner 
and  the  rent-payer.  The  man  who  owns  his  home,  particularly  if 
be  purchased  it  some  years  ago,  has  been  forced  to  absorb  an  in- 
creased expense  which  is  so  great  as  to  justify  real  concern  on 
the  part  of  all  who  believe  that  home-ownership  is  to  be  encour- 
aged as  wholesome  and  desirable  from  the  general  social  and 
political  point  of  view. 

The  rent-payer,  also,  has  not  escaped  unscathed.  There  is  every 
reason  to  believe  that,  under  the  conditions  of  restricted  supply 
which  have  existed,  the  full  increase  in  at  least  that  portion  of 
the  tax  which  rests  on  uuprovements  has  been  passed  on 
by  the  owner  of  rented  property  to  his  tenant.  The  burden  is 
not  eliminated  merely  because  it  is  concealed  in  a  rental  payment. 

CoSCmSlONS  AND  RECOMMBNDA.TIONS   WITH   ReSPECT   TO   THE 

Heal-Estate  Bobdek. — The  committee  is  convinced  that  steps 
should  be  taken  at  once  to  arrest  the  rapid  growth  of  the  tax  rates 
on  real  estate.  As  an  immediate  and  direct  contribution  toward 
this  end  we  recommend  that  the  State  so  readjust  its  revenues  as 
to  elimituUe  at  the  earliest  possible  momerd  the  State  direct  lax 
on  real  estate.  We  are  not  prepared  at  this  time  to  suggest  the 
permanent  renouncement  by  the  State  of  this  source  of  revenue. 
It  may  be  that  iu  the  final  readjustment  the  State  should  share 
the  yield  of  the  real  estate  tax.  We,  further,  reconmvend  that  a 
thorough  study  be  made  of  local  revenues  and  expenditures  with 
a  view  to  promoting  retrenchment  and  efficiency  and  that,  if  such 
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a  furvey  reveals  the  TiecsBsity  atid  deeirabUity  for  such  action, 
the  revenues  of  the  loealities  he  so  adjusted  as  to  lessen  still  further 
the  burden  on  real  estate  now  borne  by  the  farmer,  the  bueinesi 
man,  the  home-owner  and  rent-payer. 

The  Committee  has  little  confidence  ia  measures  impoelng 
arbitrary  limitations  upon  the  tax  rate.  Such  limitations  uBually 
have  not  worked  well  in  practice  and  offer  no  real  solution  of  the 
problem  of  control  of  expenditure. 

The  consideration  which  the  Committee  has  given  to  the  prob- 
lera  has  impressed  it  with  the  desirability  of  bringing  about  a 
higher  degree  of  stabilization  in  the  real-estate  tax.  While  the 
recent  abrupt  increase  in  rat«8  may  not  prove  to  be  permanent, 
it  has  tended  to  disturb  confidence  in  real  estate  as  an  investment. 
People  tend  to  become  distrustful  of  the  advantages  of  home- 
ownership  under  the  conditions  which  exist.  Seal  estate  has  been 
in  a  very  exposed  position.  It  has  acted  the  part  of  a  battalion 
of  "  ahock-troope."  Great  advantages  would  flow  from  a  more 
conventionalized  rate  on  real  estate.  It  is  not  desirable  in  the 
opinion  of  the  Committee  to  fix  an  absolutely  uniform  rate  on  real 
estate  either  in  the  form  of  a  required  or  of  a  maximum  rate. 
The  remedy  should  rather  take  the  form  of  making  the  entire  tax 
system  more  flexible  so  that  the  rates  of  business  taxes  and  per- 
sonal income  taxes  wonld  be  elastic  as  well  as  the  real-estate 
taxes.  All  taxpayers,  not  merely  realty  owners,  should  he  called 
upon  for  special  effort  in  time  of  need. 

The  administration  of  the  real-estate  tax. —  There  is  need 
for  improvement  in  the  machinery  of  local  assessment.  It  is 
true  that  perceptible  progress  has  been  made  in  the  last  few 
years,  due  largely  to  the  influence  of  the  arrangement  for  the 
distribution  of  the  yield  of  personal  income  tax  and  mortgage 
taxes.  The  fact  that  the  community  receives  a  larger  share  of 
these  taxes,  when  it  assesses  its  real  estate  at  high  value,  has  been 
a  stimulating  influence  toward  a  more  accurate  and  full  assess- 
ment of  such  property.  However,  evidence  submitted  to  the 
Committee  shows  that  assessments  are  in  many  places  still  far 
below  full  value  and  are  very  unequal  both  as  between  the  differ- 
ent political  subdivisions  and  as  between  the  different  taxpayers. 
Certain  of  the  public  utilities  complain  bitterly  regarding  what 
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ibej  allege  to  be  ducrimination  in  local  assessment  of  tlieir  pn^ 
cr^.  CertaiB  other  utilities  arouse  apprehension  in  our  minclt 
hj  their  insistence  that  iheir  "  present  highly  satiBfactory  under- 
atandinga  with  local  assessors"  be  not  rudely  dieturbed.  The 
Committee  believes  that  the  real  solution  for  this  problem  will 
not  be  foond  until  Uie  laif;er  administration  unita  are  established 
for  tax  purposes,  and  until  the  assessment  function  is  placed  in 
the  hands  of  skilled,  fnll-time  assessors  who  will  operate  under  a 
ecmsiderable  degree  of  central  supervision  and  control. 

How  far  it  is  possible  to  go  at  this  time  in  the  direction  of 
improving  this  situation  is  not  clear.  It  is  highly  important  that 
someliiing  be  done  in  this  direction  in  case  the  Committee's 
tecommendation  is  adopted  with  respect  to  the  central  valuation 
of  real  estate  belonging  to  public-utility  corporations.*  There  is 
a  difference  of  opinion  as  to  how  far  the  home-rule  provision  in 
the  Constitution  will  prevent  the  establishment  of  central  super^ 
vision  and  control  of  real-estate  assessments.  It  should  be 
pointed  out,  however,  that  in  Wisconsin,  where  the  constitutional 
provision  regarding  home  rule  is  exactly  the  same  as  ours,  it  has 
been  found  possible  to  reach  a  very  high  standard  of  assessment 
with  locally-elected  assessors  operating  under  the  direction  and, 
to  some  extent,  under  the  control  of  their  tax  commission.  More- 
over, the  home-rule  provision  has  not  prevented  the  centralization 
of  the  assessment  of  the  real  estate  of  public  utilities  in  Wiscon- 
sin. In  order  that  a  firm  foundation  may  be  laid  for  the  r^orm 
of  the  real  estate  assessments  in  tiiis  State,  the  Committee 
recommends  that  a  constiiviioval  amendm£nt  he  8iJ)miited  which 
win  make  possible  a  thoroughgoing  reform  of  real  estate  assess- 
ments throuffh  the  esiahlishmeni  of  larger  tax  districts,  officered 
hy  sk-illed  assessors,  functioning  vmder  a  higher  degree  of  ceninU 
supervision  and  control.  The  Committee  believes  that  an  amend- 
ment like  the  following  would  meet  the  situation. 

Section  1.  The  power  of  tAxation  nhall  never  be  aurrendered,  mipended  or 
contrkcted  away.  Taxen  fihall  be  impoaed  by  general  laws  and  for  public 
purpoM*  oniiy.  Hereafter  no  exemption  from  taxation  aliall  be  granted  exoept 
hj  general  laws. 

I  2.  Tlie  legislature  ma^  provide  for  taxation  based  on  property,  incomea, 
liceBMB  or  franrhiHes  and  that  such  taxation  ehnil  be  in  lieu  of  other  taxatlcm 
except  that  real  property  shall  be  subject  to  taxation  for  local  purposes  and 

*  Cf.  infra,  p.  tO». 
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Exemptions 

The  problem  of  tax  exemptiona  in  Xew  York  is  increasing  in 
seriousness.  A  large  and  growing  proportion  of  property  and 
income  is  exempted  from  direct  State  taxation  —  often,  in  the 
Committee's  opinion,  without  adequate  justification  —  and  conse- 
quently the  burden  of  taxation  tends  constantly  to  fall  on  a  rela- 
tively narrowing  baae.  The  income  tax  is  comparatively  new  b«t 
there  have  already  been  strong  efforts  to  secure  generous  exemp- 
tions. Property-tax  exemptions  are  growing  steadily.*  Ifany 
forms  of  property,  notably  intangibles,  have  been  withdrawn  from 
this  tax  in  order  to  reach  them  more  effectively  in  other  ways; 
hot  many  additions  to  the  list  of  ^emptions  (among  the  most 
recent,  new  buildings  to  be  used  for  dwellings)  are  exemptions 
pure  and  simple.  No  other  form  of  taxation  of  this  property  has 
been  substituted. 

Exemptions  from  the  iproptrty  tax. —  The  Facts  Rkqardino 
Pbopbbtt-Tax  Exemptions. —  The  classes  of  property  now 
exempt  from  all  taxation  are  as  follows : 

1.  Property  of  the  United  States,  State  (other  than  forest  and 
wild  lands),  and  municipal  corporations  (except  property  ontside 
of  municipal  limits)  (Tax  Law,t  sec  4,  sulMlivs.  I,  2,  3) ; 

2.  Indian  reservation  (Sec.  4,  subdiv.  4) ; 

3.  All  property  exempt  by  law  from  execution  other  than  an 
exempt  homestead  (including  real  property  purchased  with  pen- 
sion money  to  the  amount  of  $5,000)  (Sec.  4,  snhdiv.  ,1)  ; 

4.  Forest  lands  planted  and  registered  (Sees.  16,  17;  Con-serva- 
tion  Law,  Sec.  57)  ; 

5.  Real  and  personal  property  of  organizations  for  moral  and 
mental  improvement,  religious,  charitable,  hospital,  educational, 


•  ParoMUnDl<atiiiuitedtri»nhicla(anptainrty«>MnpIed[roni  taiaUiiiiilSMMeiE.    B»i 
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fraternal  benefit  and  cemetery  piirpoaes  when  necessary  for  the 
parpoee  and  not  operated  for  a  profit  (Sec.  4,  subdiv.  7)  ; 

ti.  Keal  estate  of  religious  corporations  used  hy  officiating 
clei^ymen  up  to  $2,000  (Sec  4,  subdiv.  9)  ; 

7.  Property  of  priest  or  minister  (and  widow)  up  to  $1,500 
(if  application  for  such  exemption  is  made)  (Sec,  4,  subdiv.  11) ; 

8.  Property  of  agricultural  societies  used  for  exhibition  pur- 
poses (Sec.  4,  subdiv.  10) ; 

9.  Real  property  of  incorporated  volunteer  firemen  up  to 
$15,000  (Sec.  i,  subdiv.  8); 

10.  Personal  property  in  excess  of  $100,000  of  mutual  life 
insurance  corporations  incorporated  in  this  State  before  1849 
(Sec  4); 

11.  Real  estate  from  which  no  income  ia  derived  and  personalty 
of  medical  societies,  not  to  exceed  $150,000  in  counties  of  Kings 
and  New  York  and  $50,000  elsewhere;  and  pharmaceutical 
societies,  not  to  exceed  $100,000  in  Kings  and  New  York  and 
150,000  elaeirfiere  (Sec.  4,  smbdivs.  18,  19) ; 

12.  Household  furniture  and  personal  effects  to  value  of  $1,000 
(See.  4,  Bubdiv.  17)  ; 

13.  Vessels  registered  in  New  York  and  owned  by  New  York 
corporationa  or  American  citizens  until  1933  (Sec.  4,  subdiv.  12)  ; 

14.  Property  of  jdank  road  or  turnpike  corporations  outside 
of  city  and  villages  until  surplus  annual  receipts  shall  exceed 
7  per  cent  of  first  cost  (Tranqwrtation  Corp.,  ace.  141)  ; 

15.  ViDagea  may  exempt  property  of  volunteer  firemen  up  to 
$500  and  all  real  and  personal  property  of  such  companies  (Vil- 
hige  Law,  aee.  132) ; 

16.  Local  financial  officials  may  exempt  property  of  academy 
of  music  from  local  taxes  (Sec  4,  subdiv.  20)  and 

17.  New  buildings  for  dwellinga  completed  since  April  1, 1920, 
or  started  before  April  1,  1922,  may  be  exempted  locally  until 
January  1,  1932  (Sec  4rb). 

Those  claases  of  property  exempted  from  the  property  tax,  to 
be  taxed  in  other  ways,  are: 

1,  All  intangibles  (Sec  4-a) ; 

i.  liotOT  veUoke  not  in  the  handa  of  dealen  (Highway  Law, 
Kcs.  28^287) ; 
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8.  All  tangible  personalty  of  corporations  paying  a  franchise 
tax  on  net  income  (Sec.  219-j); 

4.  All  personalty  of  trust  and  iuveatmcut  companies  exempt 
from  local  taxation  (See.  205)  ; 

5.  Personal  property  of  banks  (Sec,  24-c)  and 

6.  Tangible  personalty  of  corporations  taxed  under  capital  stock 
tax  exempt  from  State  (not  local)  tax  (Sec.  205). 

Owing  to  these  exemptions  a  large  part  of  all  of  tte  real  estate 
in  New  York  is  not  taxable.  The  property  tax  reaches  no  in- 
tangible personalty,  and  but  little  tangible  personalty;  for  every 
private  individual  is  exempt  up  to  $1,000,  and  some  privil^2:e(l 
classes  to  a  larger  amount;  and  the  only  corporations  still  subject 
to  local  taxation  on  personalty  are  public  utilities,  real-estate  com- 
panies, and  holding  companies. 

After  reading  this  list  of  exemptions  it  is  not  surprising  to  find 
that  the  ratio  of  exempt  to  taxable  prt^rty  in  this  State  was 
greater,  even  before  some  of  the  recent  exemptions,  than  in  any 
other  state.*  The  amount  of  peraonalty  taxable  in  1920  was  only 
$255,000,000.  Between  one-fourth  and  one-fifth  of  all  real  estate 
is  exempt.f  Comparable  figures  are  not  available  for  other  stateii 
since  the  few  states  that  record  the  value  of  exempt  property 
classify  it  differently;  but  such  figures  as  have  already  been 
quoted  seem  to  indicate  that  a  larger  proportion  of  real  estate  also 
is  exempt  in  Kew  York  than  in  other  states. 


(*)  In  IBIZ  tba  ntio  or  taubts  to  sianpt  prorwty  in  tboH  xtetca  iritli  th«  liMiot  ntia  m* 
New  Yoric,  M.l;  MkMM^OHtU,  O.B;  Faniuiylvuih  9.4:  Rhode  Uud,  S.S;  Mu^Tud.  S«:  Nn 
J«nn.  T.l.  (Cmiui  of  WtsUk,  Dtbl  and  Tiaation.)  The  pcKwitwe  of  red  estate  eiempt  fram 
tuafioD  in  New  York  In  Ifllfi  vu  TiJ^  tm  aompuMl  with  9.0  per  oent.  lod  H.e  per  cent  (or  Nrv 
IttwBf  and  Rhode  Uaod  reepestirslr  loi  all  piapartr  id  1920,  The  prepurtkin  of  real  eatalp 
■iempt«d  In  New  Y«k  ii  inenanna,  biLia  only  iS.Sfi  per  cent  in  1910.  (lUpiirU  ol  New  York 
State  Tax  Cotntnhrion.  Rboda  Uaad  Board  of  Tai  ConimiHloiieta,  New  Janer  Stale  Boanl  of 
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Three-fonrths  of  all  of  the  real  estate  which  is  not  taxed  under 
the  propertj  tax  is  the  property  of  the  TariouB  govenmiental  juris- 
dictions. The  remaining  fourth  is  privately  owned,  mostly  the 
property  of  religious,  charitable  and  educational  aasociatious. 
The  cities  own  nearly  two-thirds  of  all  exempted  real  estate.* 

The  proportion  of  real  estate  exempted  from  taxation  in  the 
different  counties  varies  from  2.6  per  cent  to  55.6  per  cent 
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Thfi  time  conntieft  with  the  largest  proportion  of  untaxed  real 
estate  in  1919  were  Albany,  55.6  per  cent;  Clinton,  43.1  per  cent, 
and  Wajne,  30.74  per  cent.  All  of  these  have  a  large  pn>porti(»i 
of  State  property.  The  three  counties  with  the  smallest  propor- 
tion of  untaxed  property  in  the  same  year  were  Hamilton,  2.64 
per  cent;  Putnam,  4.91  per  cent,  and  Kassau,  5.47  per  cent. 
There  ia  little  or  no  State  or  national  property  in  these  three 
counties.* 

CoNd^Dsions  AiTD  Rboohhbitdations  Reqardikq  Pbopbbty- 
Tax  Exbuptidtts. —  Tlie  Committee  realizes  that  the  exempt 
status  of  much  of  the  real  estate  now  free  of  tax  would  be  very 
difScult  to  alter  and  it  is  not  clear  as  to  how  far  it  ie  wise  and 
desirable  to  go  at  the  present  time  in  the  direction  of  reducing 
property-tax  exemptions.  In  general  it  is  inclined  to  believe  that 
there  is  a  working  tendency,  which  is  likely  finally  to  prevail,  in 
the  direction  of  the  taxation  of  all  private  real  estate  and  much 
public  real  estate.  Certainly  the  situation  has  reached  a  point 
where  proposals  for  further  exemptions  must  be  considered  in 
the  most  critical  spirit.  There  is  some  evidence  that  the  pablin 
is  becoming  aroused  concerning  the  state  of  affairs  and  that  there 
may  soon  develop  a  general  demand  for  fundamental  changes  in 
the  entire  exemption  policy  of  the  State.+ 

The  Committee  believes  that  the  time  is  fast  approaching  when 
the  State  must  seriously  consider  the  possibility  of  developing 
still  further  the  precedent  established  in  permitting  its  forest  lands 
to  })e  subjected  to  certain  types  of  local  taxation.  There  is  mucb 
sound  sense  in  the  view  that  all  publicly-owned  real  estate  should 
be  subject  to  the  real-eetate  taxes  of  all  governmental  bodies  within 
whose  borders  it  lies,  except  the  taxes  imposed  by  that  govern- 
mental body  which  owns  the  property.  The  effect  of  adopting 
such  a  rule  would  lie  not  so  much  in  a  decrease  in  the  total  tax 
burden  as  in  a  more  fair  distribution  of  that  burden.  Certainly 
it  is  unfair,  for  example,  to  ask  the  residents  of  a  very  restricted 
section  to  pay  the  entire  local-government  costs  occasioned  by  the 

•  Ton  CommiMKan  ffiinrt.  IBIS, 
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preseDce  of  an  iuBtitotioQ  which  serves  the  interesta  of  the  entire 
State.  A  c(Muplete  sdutiou  could  be  completely  arrived  at,  of 
coarse,  only  through  the  cooperation  of  the  Federal  govenunent. 

The  Comimttee  believes  further  that  the  mlee  governing  the 
ezuaption  of  real  estate  of  charitable,  religious,  educational  and 
c^nete^  associations  should  be  more  strictly  drawn.  It  should  be 
impoeeible  for  exemptions  to  cloak  real  estate  which  is  being 
utilized  for  a  business  purpose  for  private  gain.  The  Conunittee 
b  informed  that  in  some  cases  this  occurs  nnder  our  present 
statotes  —  for  example,  that  cemeteries  operated  as  private  profit- 
nukdng  enterpriaes  and  acSnools  which  are  really  profitable  bad- 
nesaes  frequently  gain  exemption  nnder  the  law  as  it  now  stands. 
The  Committee  definitely  reeommevda  thai  the  real  estate  of  aueh 
enterpriaes  he  subjected  to  taxation. 

Income-tax  ezecnptioiu^— Most  of  tiie  exemptions  under  the 
personal  income  tax  are  reasonable  and  conform  to  accepted 
standards.  There  are  two,  however,  which  are  open  to  criticism 
and  deserve  special  discussion  in  this  report.  These  are  the  per-  '' 
tonal  exemptions  and  the  exemption  of  interest  on  certain  govem- 
mmt  aamritiee. 

Tbk  Fxbbohai.  Exxhptiohs. — The  question  of  increasing  the 
personal  exemption  is  discussed  more  fully  in  a  later  section  of  this 
report,*  but  the  Committee  wishes  at  this  point  to  record  its  con- 
viction that  it  would  be  nnwise  for  the  State  to  follow  the  prece- 
dent of  the  Federal  Bevenue  Act  of  192^1,  which  raises  the  exemp- 
tion of  the  head  of  a  family  in  certain  cases  to  $2,600  and  in* 
creases  the  allowance  for  dependents. 

EzKifPT  IirrBBXBT  OK  GovBBNMEHT  Seodeitieb. — ^UndeT  the 
existing  arrangement  the  United  States  refrains  from  placing  any 
tax  on  the  interest  on  the  securities  of  the  states  and  the  political 
snbdivisimis.  It  taxes  the  interest  on  certain  of  its  own  bonds 
within  specified  limitations.  This  State  exempts  the  interest  on 
the  securities  of  the  federal  government.  It  also  exempts  the  in- 
terest on  its  own  bonds  and  those  of  its  own  political  subdivisions. 
It  taxes  the  interest  on  the  securities  of  other  states  and  their 
mbdivieions. 

The  exemption  of  interest  on  government  securities  has  had 
many  ill  effects  and,  in  the  opinion  of  the  Committee,  should  be 

I!  0,1,7,7,1  hy^COO^^lC- 


entirel}'  abolished  under  both  federal  and  state  income  tax  laws. 
To  make  this  possible  an  am^iduient  to  the  federal  Ctnutitution 
appears  to  be  necessary.  Bepresentatire  L.  T.  UcFadden,  of 
Pennsylvania,  lias  introduced  a  resolution  in  the  Congress  to 
amend  the  Constitution  and  it  is  possible  that  the  Le^slatnre  of 
this  State  will  soon  be  called  upon  to  ratify  this  proposed  amend- 
ment or  one  similar  to  it.  The  Committee  strongly  reeommendi 
that  the  Legialatwe  give  Us  approval  to  the  plan  tchich  coniem- 
plaies  reciprocal  action,  whereby  interest  on  the  securities  of  the 
Federal  govemmenl  are  made  subject  to  the  State  income  tax,  aiid 
on  the  other  hand,  the  interest  on  the  aecarUies  of  the  slates  are 
to  he  rendered  subject  to  the  federai  income  tax. 

The  grounds  upon  which  this  recommendation  is  baaed  are 
fundamentally  very  simple  and  can  be  stated  in  a  few  words: 
(1)  these  tas-exempt  aecuritiee  permit  widespread  erosion  bv 
individual  taxpayers  of  just  tax  burdens;  (2)  they  permit  one 
govemmental  body  to  profit  at  the  expense  of  another  and  at  the 
expense  of  the  interests  of  the  community  as  a  whole,  and  (3)  tfaey 
put  private  borrowers,  upon  whose  prosperity  the  welfare  of  the 
State  in  large  measure  depends,  at  an  unfair  disadvantage. 

The  complete  demonstration  of  these  three  propositions  would 
require  more  space  than  is  available  for  the  purpose  in  this  report 
and  it  is  unnecessary  here  to  develop  the  argument  elaborately 
because  such  analyses  by  qualified  tax  authorities  have  been  pre- 
sented elsewhere  and  are  generally  accepted  by  all  careful  students 
who  have  examined  the  problem,  A  mere  summary  must  sofBce 
here. 

First,  then,  how  do  tax-exempt  securities  permit  individual 
taxpayers  to  evade  their  just  burdens  t  The  answer  lies  in  the 
fact  that  the  tax-exempt  securities,  issued  in  the  quantities  which 
are  floated  in  this  country,  nullify  progressive  income  tax  rates. 
If  the  principle  of  progression  in  income  tax  rates  is  just,  the 
issuance  of  tax-exempt  securities  is  unjust. 

The  supposed  reason  underlying  the  practice  of  exempting 
government  securities  is  that  to  tax  them  means  m^^ly  to  tako 
money  out  of  one  pocket  and  put  it  into  another.  The  exemption 
from  taxation  is  supposed  to  be  compensated  for  by  decreased 
interest  rates  and  improved  market  standing  for  the  government 

I!  0,1,7,7,1  hy^COO^^lC 


isBuee.  But  to  make  tbis  work  out  there  must  always  be  enou^ 
persons  who  are  subject  to  the  tax,  and  who  are  also  investors, 
to  abwrb  all  the  honds.  A  progressive  tax  craatee  what  is  equiva- 
lent to  groups  of  taxpayers  subject  to  differing  taxes.  Exemption 
from  income  tax  is  a  privilege  of  different  worth  to  each  surtax 
group  of  income-tax-payers.  It  is  much  more  valuable  to  a  man 
vho  is  subject  to  a  50  per  cent  rate  than  to  a  man  who  is  subject 
to  a  10  per  cent  rate-  Just  so  soon  as  the  quantity  of  tax-exempt 
bonds  becomeg  too  great  to  be  absorbed  by  investors  who  arc 
members  of  the  highest  surtax  group,  the  members  of  the  next 
hi^est  surtax  group,  to  wIhuu  the  tax-exempt  privilege  is  less 
important,  become  the  value-determining  factors.  When  this 
bppens  those  in  the  higheet  surtax  group  can  buy  the  bonds  at 
lower  prices  than  they  would  otherwise  have  to  pay.  The  market 
price  of  the  bonds  sinks.  At  the  same  time  it  'becomes  unprofit- 
able (instead  of  a  matter  of  indifference)  for  them  to  invest  in 
semrities  whose  income  is  subject  to  tax.  The  person  in  the 
Inkiest  snrtax  group  receives  an  income  on  which  he  does  not 
pay,  either  iu  tax,  in  reduced  interest,  or  hi^er  price  for  the 
bond,  the  equivalent  of  what  he  ahould  pay  under  the  scale  of  the 
pn^p'Gssive  income  tax.  Thus  he  in  real  truth  evadee  the  tax  — 
Icgilly,  of  course,  but  nevertheless  actually. 

Thig  is  precisely  what  has  happened  iu  this  country  on  a  large 
wale.  The  market  has  been  flooded  with  tax-exempt  government 
bonds  until  the  saturation  point  haa  been  reached  not  merely 
among  those  in  the  highest  surtax  groups,  but  among  those  who 
ire  subject  to  only  moderate  rates.  It  now  ia  a  paying  proposition 
for  men  of  relatively  small  incomes  to  invest  in  government  tax- 
ffltempt  bonds.  It  is  the  worth  of  these  bonds  to  these  small  men 
which  determines  the  market  price.  The  men  of  large  incomes 
nap  for  their  own  profit  the  difference  between  the  price  they  now 
"ive  to  pay  and  full  value  of  the  tax  exemption  to  them,  burdened 
M  they  are  with  their  high  surtax  rates.  Thus  tax-exempt  security 
flattens,  out  the  progressive  scale  of  income  tax  rates  and  provides 
«i  open  door  to  tax  evasion  or  avoidance. 

From  what  has  already  been  said  the  second  point  follows  — 
'bat  these  interest  exemptions  on  government  securities  permit 
one  government  body  to  profit  at  the  fcxpense  of  another 
and  at  the  expense   of   the    interests   of   the  community   as   a 
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wbole.  For  example,  eren  if  the  tTnited  States  goTenunent 
were  the  onlj  authority  whidi  issued  bonds  and  imposed 
progressive  income  taxes,  the  widespread  evasion  would  de- 
velop as  described.  Heavy  taxpayers  would  buy  themselves 
free  of  part  of  the  tax  without  paying  an  equivalent  amount 
in  the  form  of  an  advanced  price  of  the  security.  But  not  only 
can  the  United  States  itself  issue  !>onds  which  are  wiempt  from 
its  own  tax,  but,  due  to  the  constitutional  situation,  every  state 
and  every  little  subdivision  of  a  state  may  issue  its  securities 
exempt  from  federal  income  taxes.  In  other  words,  a  city  like 
New  Yoi^  may  capitalize  the  height  of  the  federal  income  tax 
rates  and  utilize  them  as  a  fiscal  resource  to  secure  better  terms 
for  its  bonds  than  it  could  otherwise  obtain,  entirely  without  the 
consent  of  the  federal  government  and  in  spite  of  the  fact  that 
the  issuance  of  securities  carrying  this  exemption  from  the  fed- 
eral burden  increases  the  supply  and  tends,  therefore,  to  reduce 
the  market  price  of  all  tax-exempt  bonds.  In  plain  words,  the 
present  arrangement  offers  the  states  and  localities  an  oppor- 
tunity to  steal  a  portion  of  the  federal  income  taxes.  Moreover, 
in  BO  doing  they  flatten  out  the  progressive  curve  of  the  income 
tax  rates,  destroying  in  a  measure  the  equity  of  the  tax  system, 
and  thus  profit  at  the  expense  of  the  community  as  a  whole.  The 
temptation  to  extravagance  with  money  borrowed  on  these  terms 
■is  all  too  apparent. 

This,  however,  is  not  even  yet  the  complete  story.  There  is, 
in  reality,  no  sharp  separation  of  interest  here.  Citizens  of  New 
York  are  citizens  of  the  United  States.  It  has  been  shown  that  all 
they  gain  as  citizens  of  New  York  is  lost  as  citizens  of  the  United 
Statee  and  more  beside. 

Or,  looking  at  it  in  a  different  way,  nothing  has  been  said  of  the 
disadvantage  to  the  State  of  Now  York  because  of  her  inabilitv 
to  tax  federal  bonds.  Moreover,  who  shall  say  whether  federal 
income  tax  rates  will  always  remain  hij^  and  state  income  tax 
rates  low! 

Finally,  private  borrowers  suffer  a  disadvantage  when  they 
must  compete  with  tax-exempt  securities.  Assume  the  case  of  a 
taxpayer  in  the  50  per  cent  surtax  class  who  purchases  a  tax- 
exempt  bond  at  a  price  determined  by  the  worth  of  that  bond  to 
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a.  Ukxpajer  in  the  20  per  cent  surtax  group.  We  have  seen  that 
the  <li£Ference  betveen  tlie  real  worth  of  the  bond  to  him  and  the 
price  vhicli  he  pays  represents  what  we  have  thus  far  called  an 
income  tax  "evasion."  That  difference,  or  surplus,  acts,  how- 
ever, as  a  penalty  to  prevent  him  from  investing  in  any  hot  tax- 
exempt  bonds.  As  a  consequence,  men  of  large  means  have  found 
it  to  i>e  economic  insanity  for  them  to  distribute  their  investments 
in  a  normal  manner.  Public  borrowers  are  favored  and  private 
borrowers  discriminated  against,  resulting  in  much  hardship  to 
interests  like  the  electric  railway  industry  especially,  which  must, 
aa  a  private  borrower,  seek  funds  to  compete  with  a  municipally- 
owned  plant  financed  by  tax-exempt  securities. 

It  appears  to  the  Committee  that  the  only  salvation  from  this 
situation  is  (1)  to  insist  that  each  governmental  authority  pay  the 
current  competitive  rate  of  interest  on  its  borrowings  and  tax 
interest  under  its  income  tax  irrespective  of  its  source,  whether 
from  a  federal,  state,  local  or  private  security,  and  (2)  to  permit 
each  governmental  authority  to  apportion  its  taxes  as  precisely 
aa  possible  according  to  tax-paying  ability  without  being  exposed 
to  the  danger  of  having  its  progressive  income  tax  rates  nullified 
by  the  issuance  of  tax-exempt  bonds  by  some  other  governmental 
authori^.  Certainly  pn^ress  does  not  lie  in  tile  direction  of 
further  exemptions  bnt  rather  in  the  direction  of  the  elimination 
of  present  exemptions. 
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The  Personal  Income  Tax 

With  respect  to  the  personal  income  tax  the  Committee  recom^ 
meTtds  thai  no  change  be  made  at  this  time  in  the  rates  or  in  the 
personal  exemptions,  but  that  certain  viinor  amendments  be 
adored  which  are  needed  to  remove  technical  imperfections  in 
the  statuie  or  are  rendered  desirable  by  the  passage  of  the  Rev- 
enue Act  of  1921  by  the  federal  government*  On  the  whole,  the 
personal  income  tax  appears  to  be  operating  smoothly  and  satis- 
factorily. 

The  relation  of  the  state  inctHne  tax  to  the  federal  act. — 
When  originally  drafted,  the  state  income  tax  law  followed  as 
closely  aa  practicable  the  provisions  and  even  the  language  of 
the  federal  income  tax.  There  were  manifest  advantages  in  thia 
course.  It  greatly  facilitated  the  administration  for  it  made  the 
state  law  much  more  readily  intelligible  to  the  taxpayer  who  was 
already  familiar  with  the  federal  law.  With  respect  to  a  number 
of  important  pointa,  however,  it  was  found  impoesible  to  follow 
the  federal  law  and  procedure,  so  tbat  from  the  very  beginning 
certain  diSerences  and  exceptions  had  to  be  borne  in  mind  by 
the  taxpayer  when  attempting  to  comply  with  the  state  law.  The 
federal  govemmetit  has  recently  passed  the  Revalue  Act  of  1921 
which  makes  radical  changes  in  the  income  tax  and  the  question 
now  arises  as  to  how  far  this  state  should  modify  its  statute  to 
conform  to  the  federal  changes. 

While  deeply  impressed  by  the  desirability  of  uniformity  with 
the  federal  statute,  the  Committee  is  convinced  that  a  slavish 
copying  of  all  the  federal  changes  will  involve  very  serious  con- 
sequences to  the  state  income  tax.  In  the  first  place,  the  federal  . 
statute  has  been  subjected  to  constant  change.  Passed  in  1913, 
there  were  revisions  of  the  law  in  1916,  1917,  1918+  and  1921. 
There  is  said  to  be  a  possibility  of  further  revision  in  1922. 
Moreover,  many  of  the  recent  federal  changes  are  of  doubtful 
character,  e.  g.,  that  eetabliahing  a  new  class  of  capital  gains 
which  complicates  the  procedure  in  order  to  establish  what  seems 
to  the  Committee  to  be  an  unfair  discrimination  against  earned 
incoma     It  seems  clear  that  the  adoption  of  all  the  federal 
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changes  will  delay  the  eatabliehment  of  a  stable  and  fully-adjudi- 
cated state  income  tax  law  and  will  involve  the  incorporation  of 
elements  of  transitory  and  uncertain  character.  Since  some 
inqwrtant  differences  from  the  federal  statute  must  necessarily 
exist  anyway  (because  of  the  different  date  from  which  gains 
are  measured  and  because  of  the  constitutional  limitations)  the 
Committee  believes  that  the  wise  course  for  the  state  to  follow  is 
to  scrutinize  very  carefully  the  federal  amendments  and  to  adopt 
only  those  which  appear  to  be  unquestionably  eound  and  which 
promise  substantial  improvements  in  the  state  law. 

The  personal  exemptiona. —  The  present  personal  exemptions 
under  the  state  personal  income  tax  are  $1,000  for  a  single  per^ 
ton,  with  an  additional  $1,000  if  married  or  the  bead  of  a  family, 
pins  $200  for  each  dependent.  The  new  federal  Revenue  Act  of 
1921  increases  the  $200  dependent  exemption  to  $400  and  the 
82,000  head-of-family  exemption  to  $3,500  for  those  whose 
Income  is  lees  than  $5,000. 

There  appears  to  be  some  sentiment  in  favor  of  increasing 
the  state  exemptions  to  the  new  level  of  the  federal  law  but,  in 
oar  opinion,  this  sentiment  is  an  ill-founded  and  mista^n  one. 
In  the  first  place,  the  federal  change  was  dictated  by  eonsidera- 
rions  not  present  in  the  state  situation.  It  waa  made  in  the 
coarse  of  a  revision  of  the  entire  range  of  rates  which  involved 
t  radical  redaction  in  the  heavy  surtaxes  on  large  incomes.  When 
it  was  decided  that  it  was  impracticable  to  reduce  the  federal 
normal  rate  of  4  per  cent,  the  only  rate  aj^lying  to  the  small 
inmrneii,  the  inerenses  in  the  personal  exemptions  were  resorted 
to  in  an  effort  to  give  some  relief  to  these  small  incomes.  The 
state  income  tax  rates  are  already  very  low  and  stand  in  no  need 
of  revision.  It  is  not  unreasonable,  in  the  opinion  of  the  Com- 
mittee, to  ask  a  married  man  with  two  children  to  begin  to  pa^ 
a  small  tax  toward  the  support  of  state  and  local  govemmMit 
when  his  net  income  exceeds  $2,400,  especially  in  view  of  the 
fact  that  he  is  subject  to  practically  no  other  state  or  local  taxes 
except  real-estate  taxes.  To  adopt  the  new  federal  exemptions 
guch  a  man  would  pay  nothing  until  his  net  income  exceeded 
13,300. 
Moreover,  the  present  state  personal  exemptions,  instead  of 
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being  niggardly,  are  aa  a  matter  of  fact  very  liberal  iadeed  when 
compared  witb  tho&e  given  in  other  states  and  in  foreign  coun- 
tries generally.  It  is  of  interest  to  note,  further,  that  the  Model 
Income  Tax  prepared  b;  the  Committee  of  the  National  Tax 
Association  calls  for  maTitmini  exemptions  of  only  $600  (instead 
of  $1,000)  for  a  single  person,  $1,200  (instead  of  $2,000)  for 
a  husband  and  wife,  with  the  farther  exemption  of  $200  for  eacli 
dependent.*  The  iN'ational  Tax  Association  Committee,  in  mak- 
ing ita  recommendation,  observed  that  "  under  a  democratic  form 
cf  government  it  is  desirable  to  exempt  as  few  people  as  possible 
from  the  necessity  of  making  a  direct  personal  contribution 
toward  the  support  of  the  state." 

It  must  be  borne  in  mind,  also,  that  the  period  of  war-time 
inflation  is  now  r^idlj  passing  and  that,  with  the  return  of  the 
price-level  to  lower  altitudes,  the  need  for  higher  exemptions  i^ 
becoming  less  rather  than  more  urgent 

Finally,  the  fiscal  aspect  of  the  proposal  is  a  serious  one.  Tho 
Income  Tax  Sureau  estimates  that  the  adoption  of  the  new 
federal  exmiptions  would  reduce  the  yield  of  the  state  income 
tax  by  approximately  $4,000,000. 

The  TTiitiitniim  incotnc  tax. —  Instead  of  urging  further  exemp- 
tions from  the  income  tax  in  the  form  of  larger  personal  allow- 
ances, the  Committee  feels  impelled  to  call  attention  to  the  desir- 
ability of  taking  action  in  exactly  the  opposite  direction.  If 
the  iatsome  tax  is  to  form  one  of  the  main  elements  in  the  per- 
manent system  of  state  and  local  revenues,  it  is  highly  important 
that  its  administration  be  strengthened  and  perfected.  The  ac- 
tivities of  the  Investigation  Division  of  the  State  Income  Tax 
Sureui  have  revealed  the  fact  that  there  are  many  evasions  uf 
the  tax  particularly  among  persons  whose  income  is  close  to  the 
exemption  limit.  As  a  means  of  assisting  the  Bureau  in  pre- 
venting evasion  as  well  as  a  means  of  securing  some  alight  con- 
tribution from  every  person  who  benefits  from  the  activities  of 
government,  the  Committee  recommends  thut  a  return  of  incoyne 
he  required  of  every  resident  of  the  ^tate  above  the  age  of  31  and 
thaf  in  cases  where  the  income  is  too  sjndll  to  be  subject  to  tax 
that  a  amall  filing  fee  or  nvtntmwn  income  tax  be  imposed. 
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Whether  the  miuimum  income  tax  shoiild  be  flat  or  rougbfy 
piugresslve  is  open  to  question.  The  Committee  is  incliued  to 
believe  that  a  simple  flat  fee  of  one  dollar  from  everyone  whose 
iucome  tax  does  not  exceed  that  amount  would  best  meet  the 
present  situation  in  this  State. 

The  Committee  is  not  unaware  of  the  serious  administrative 
obstacles  in  the  way  of  such  a  tax.  Its  administration  should  be 
primarily  in  the  hands  of  the  Income  Tax  Bureau.  Some  ^pe 
uf  readily  recognizable  receipt  would  have  to  be  devised.  In 
enforcing  the  act  it  might  be  possible  to  utilize  various  agencies, 
a  for  example,  the  election  officials,  the  police  and  the  employers 
of  labor.  Collection  should  be  made  by  state  officials  directly 
but  the  possesion  of  a  receipt  for  the  current  period  might  be 
made  a  condition  to  voting  or  employment 

Change  in  ac<^>e  and  application. —  In  the  event  of  the  passage 
of  the  proposed  law  taxing  the  income  of  unincorporated  busi- 
nesses, it  is  reeomtwnded  tluU  the  income  accruing  to  nottrresi- 
denis  from  unincorporated  biimneaa  carried  on  in  New  York 
State  he  relieved  of  the  personal  income  tax  rates.  When  the 
personal  Lucome  tax  law  was  passed  a  double  rule  of  situs  was 
adopted  which  brought  within  the  scope  of  the  tax  not  only  all 
income  accruing  to  residents  of  the  State  but  also  certain  types 
of  income  arising  within  the  State  accruing  to  non-residenta.  In 
so  far  as  the  income  of  a  non-resident  arises  from  uuincorpo- 
tated  business  in  the  State  it  is  clear  that  it  should  not  be  aob- 
jected  to  both  the  unincorporated  business  tax  rates  and  also  to 
the  progressive  personal  income  tax  rates.  The  proposed  new 
tai  on  unincorporated  business  income  can  be  justified  only  as 
a  snbEtitnte  for  the  present  non-resident  personal  income  tax  on 
fueh  profita. 

Test  of  residence. —  Considerable  difficulty  and  injustice  has 
been  caused  by  the  rule  of  residence  under  the  personal  income 
tax  law  which  results  in  imposing  a  tax  on  the  full  year's  income 
'>i  every  person  who  at  any  time  during  the  last  six  months  of 
the  calmdar  year  is  a  resident  of  the  State.  There  have  been 
>  mmber  of  cases  in  which  persons  who  have  already  paid  an 
income  tax  for  the  year  to  another  state  or  country  have  moved 
to  "Sew  York  in  the  last  days  of  the  year  and  have  been  called 
np(Hi  to  pay  a  tax  for  the  full  year  to  this  state  in  addition. 

I!  0,1,7,7,1  hy^COO^^lC 


re 

There  have  also  been  evesions  of  the  law  by  persons  who  were  in 
fact  residents  but  who,  because  of  indefinite  definition,  have 
been  able  to  establish  a  technical  residence  elsewhere.  It  is  pro- 
posed to  define  a  resideni  as  "  any  person  domiciied  in  the  SttUe 
of  New  York,  and  any  other  person  who  maintains  a  permantni 
place  of  abode  within  the  State,  and  spends  in  the  aggregate  more 
than  seven  months  of  the  taxable  year  within  the  State." 

It  is  proposed  further  that,  in  case  of  changed  residence  dur- 
ing the  taxable  year,  the  person  be  taxed  as  a  resident  for  the 
time  during  which  he  actually  ttyw  a  resident  and  as  a  nonrresi- 
deni  for  the  remainder  of  the  time,  only  one  exemption,  however, 
being  granted  for  the  entire  year. 

Net  losses.— The  new  federal  Revenue  Act  of  1921  pennits  a 
taxpayer,  who  suffers  a  net  loss  from  "  the  operation  of  any  trade 
or  business  regularly  carried  on  fcy  the  taxpayer  "•  in  one  tax- 
able year  to  offset  such  loss  against  the  net  income  of  die  next 
two  succeeding  taxable  years.  The  Committee  recommends  that 
this  net-loss  provision  be  recognized  in  arriving  at  the  net  im^ome 
from  business  under  the  state  personal  income  tax. 

Appreciations  in  the  value  of  g^fts. — A  prolific  sonroe  of 
evasion  under  both  federal  and  state  income  tax  laws  has  been 
found  in  the  procedure  relating  to  gains  in  the  value  of  property 
disposed  of  by  gift.  The  rule  has  been  that  gifts  are  not  taxable 
to  the  recipient  aud  are  not  deductible  by  the  donor.  In  cases 
where  property  has  grown  in  value  in  the  hands  of  the  donor 
antecedent  to  disposal  as  a  gift,  this  gain  has  not  been  subject 
to  tax.  Some  taxpayers  have  taken  advantage  of  this  situation 
to  avoid  the  tax.  For  example,  a  man  who  buys  a  block  of  securi- 
ties for  $500,000  and  holds  them  until  they  were  worth  $1,000,- 
000,  sometimes  does  not  sell  them  himself,  because  he  would 
then  have  to  account  for  the  profit  of  $500,000.  Instead  he  gives 
the  securities  to  his  wife  who  then  immediately  sells  them  but 
she  need  account  for  no  profit  because,  in  measuring  her  gain, 
she  measures  merely  from  the  value  of  the  securities  when  she 
received  them.  The  federal  Kevenue  Act  of  1921  attempts  to 
meet  this  situation  by  compelling  the  wife  to  measure  her  pain 
from  the  date  when  her  husband,  not  she,  herself,  acquired  the 
securities.    This  involves  such  serious  administrative  difficulties, 
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however,  that  the  Committee  is  disposed  to  favor  another  course. 
It  recommends  that  the  donor  he  compelled  to  aceovaU  for  the 
appreciaiion  in  the  value  of  the  property  given  away  at  the  time 
the  gift  w  made.  To  prevent  this  provision  from  operating  to 
discoorage  gifts  to  charitable  institutious,  gifts  to  such  institu-' 
tiona  gbould  be  exempted  from  the  recommended  procedure. 

The  closed  transaction. —  One  of  the  problems  i^ich  has  been 
most  tronblesome  has  been  that  of  determining  the  precise  point 
of  time  at  which  a  taxpayer  shall  he  called  upon  to  account  ior  a 
gsin  or  loss  in  cases  where  exchanges  take  place  but  where  prop- 
erty other  than  cash  ia  received  in  exchange.  The  language  of 
the  old  federal  law,  which  is  followed  in  the  state  law,  was  in- 
definite in  character.  The  federal  Bevenue  Act  of  1921  (Sec. 
202)  goes  to  an  extreme  limit  in  postponing  such  accountings. 
The  state  Income  Tax  Bureau  favors  making  the  law  more  spe- 
cific than  it  has  been  in  the  p^t  but  opposes  following  the  fed- 
eral changes  in  full  on  the  grounds  (1)  that  such  generosity  is 
less  necessary  where  rates  are  as  low  as  those  in  this  State  and 
(2)  that  the  provisions  would  seriously  complicate  (he  audit. 
The  Committee  believes  that  this  position  is  well  taken  and 
recommends  that  section  36^  of  the  personal  income  tax  law  be 
made  more  definite  by  the  insertion  of  the  pkraae  "when  the 
property  received  in  exchange  has  no  readily  realizable  marhet 
raiue."  It  is  necessary  also  to  make  a  small  change  in  section 
35S  to  make  it  conform  to  the  new  rule  for  measuring  gains  and 
losses  adopted  by  the  Legislature  last  year. 

Miscellancoua  minor  amendments. —  In  addition  to  the  changes 
set  forth  above  the  committee  suggests  the  adoption  of  certain 
minor  changes  most  of  which  are  interpretative  in  character  or 
designed  to  correct  errors  in  drafting.  The  more  important  of 
these  are  enumerated  below: 

(1)  To  i»event  evasion  through  the  subtraction  of  items  which 
are  really  gifts,  deductions  for  bad  debts  should  be  limited  to 
debts  arising  in  the  regular  course  of  business  or  out  of  trans- 
actions entered  into  for  profit ; 

(2)  To  prevent  evasion  through  a  too  liberal  interpretation"  of 
the  term  "  expenses  for  entertainment,"  such  expenses  paid  by 
an  individual  should  be  disallowed  as  a  deduction ; 
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(3)  To  prevent  an  injustice  to  the  beneficiaries,  income  accru- 
ing to  a  trust  but  destined  for  distritnition  to  charitable  institu- 
tions and  other  similar  organizations  should  be  relieved  of  taxa- 
tion; 

(4)  To  prevent  resort  to  trusts  for  the  purpose  of  reducing  the 
rate  of  tax  properly  applicable  to  an  income,  section  366  (4> 
should  be  amended  by  prohibiting  the  deduction  of  payments  to 
lieneficiaries  when  the  distribution  of  the  income  is  within  the 
diseretiou  of  tiie  fiduciary ; 

(5)  To  facilitate  the  establishment  of  pension  funds,  a  section, 
similar  to  that  included  in  the  new  federal  law,  should  be  added 
exempting  trust-fund  accumulations  of  this  type; 

(6)  To  avoid  the  necessity  for  elaborate  calculations  where 
only  negligible  sums  are  at  stake  and  to  correct  a  rule  which  has 
been  found  to  be  impracticable  in  operation,  distributions  of  the 
income-tax  proceeds  received  by  town  supervisors  should  be 
credited  to  general  town  purposes,  and 

(7)  To  bring  the  law  more  completely  into  accord  with 
accounting  practice,  reserves  for  bad  debts  should  be  rect^ized 
as  is  done  in  the  new  federal  law. 

The  Taxes  on  Fiiuuicial  Institatioiu 

For  many  years  the  financial  institutions  of  the  State  have 
been  placed  in  a  special  class  for  purposes  of  taxation.  Xot  only 
has  thor  tax  base  been  different  from  that  used  in  the  case  of 
other  business  but  the  rate  has  been  conventionalized  and  uni- 
form. The  Committee  att^npted  to  determine  what  have  been 
the  results  of  the  use  of  this  special  base  and  special  rate;  to 
ascertain  whether  the  hanks  have  been  favored  or  discriminated 
against  by  the  tax  which  the  State  lays  upon  them.  More  spe- 
cifica%,  the  Committee  undertook  to  compare  the  burden  imposed 
en  business  corporations  generally  by  the  4^^  per  cent  tax  on  net 
income  with  the  burden  imposed  on  financial  institutions  by  the 
special  taxes  on  banks,  based  largely  on  capital,  surplus  an.l 
undivided  profits.  It  was  felt  that  the  first  step  toward  any 
change  in  the  rate  or  the  methods  of  taxing  these  institutions 
could  not  be  intelligently  taken  until  information  was  available 
showing  precisely  what  burden  the  present  taxes  involved.     In 
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addition  to  presenting  the  resulte  of  this  inveatigation,  this  eec- 
tion  considers  the  situation  whicli  baa  developed  as  the  result  of 
the  recent  decision  of  the  Supreme  Court  in  &e  Bichmond  case,* 
vdiich  throws  doubt  upon  the  l^ality  of  the  present  methods  of 
taxing  banks  in  this  State. 

The  development  of  the  present  method  of  taxing  banks. — 
For  many  years  the  method  of  taxing  banks  in  New  York,  as  in 
other  states,  has  been  determined  by  the  narrow  limitations  placed 
by  Congress  in  1864  on  the  State  taxation  of  national  banks. 
The  limitation  is  stated  in  section  5219  of  the  Kevised  Statutes 
of  the  United  States,  originally  passed  in  1864  and  amended  in 
1868,  which  now  reads  as  foDowa : 

"  Nothing  herein  shall  prevent  all  the  shares  in  any  association 
from  being  included  in  the  valuation  of  the  personal  property 
of  the  owner  or  holder  of  such  sharea,  in  assessing  taxes  imposed 
by  anthority  of  the  State  within  which  the  association  is  located ; 
but  the  legislature  of  each  State  may  determine  and  direct  the 
manner  and  place  of  taxing  all  the  shares  of  national  banking 
associations  located  within  the  State,  subject  only  to  the  two 
restrictions,  that  the  taxation  shall  not  be  at  a  greater  rate  than 
is  assessed  upon  other  moneyed  capital  in  the  hands  of  in^vidual 
citizens  of  such  State,  and  that  the  shares  of  any  national  bank- 
ing association  owned  by  non-residents  of  any  State  shall  be 
taxed  in  the  city  or  town  where  the  bank  is  located,  and  not 
elsewhere.  Nothing  herein  shall  be  construed  to  exempt  the 
real  property  of  associations  from  either  State,  county  or  munici- 
pal taxes,  to  the  same  extent,  according  to  its  value  as  other  real 
property  is  taxed. 

In  this  State  no  important  changes  iu  bank  taxation  have  been 
made  since  1901,  and  the  basis  of  the  system  now  in  force  was 
really  established  in  1865. 

Special  consideration  was  given  to  the  taxation  of  bank  stock 
as  early  as  1823,  when  a  law  was  passed  requiring  the  assessment 
of  bank  stock,  notes,  bonds  and  mortgages — which  had  not 
hitherto  been  subject  to  the  general-property  tax  —  at  cash  value 
as  taxable  property.*)-  The  tax  was  paid  by  the  banks  and 
deducted  1^  them  from  the  dividends  of  stockholders. 

The  present  method  of  assessment  and  taxation  was  inaugurated 

in  1866,  when,  in  conformity  with  the  restrictions  laid  down  by 

Congress  for  State  taxation  of  national  banks,  the  provisione  were 
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iucoTporatBd  into  the  New  York  titx  law*  that  the  atocfcholders  of 
state  and  national  banks  should  be  taxed  on  the  value  of  their 
eharea,  at  the  place  where  the  bank  ia  located,  and  not  at  a 
gi  enter  rate  than  i^  asseased  on  other  moneyed  capital  in  the 
hands  of  individual  citizens  of  the  State.  Bank  real  estate  under 
thia  la.T  was  taxed  locally  to  the  bank.  The  tax  on  shares  was 
placed  on  the  holders,  as  prescribed  by  the  federal  law,  but  the 
burden  of  supplying  the  aasesBors  with  the  necessary  inforination, 
and  of  insuring  the  collection  of  the  tax,  was  placed  on  the  banks. 
The  rate  of  the  tax  on  shares  was  the  same  as  that  on  all  property 
under  the  general-property  tax  which  prevailed  at  that  time. 
This  s^tem  of  assessment  and  taxation  remained,  with  minor 
amendments,  until  1901. 

The  aim  of  the  tax  was  to  impose  an  equal  burden  on  bank  and 
otiier  capital,  and  at  the  same  time  to  remain  safely  within  the 
provisions  of  section  5219  which  permitted,  and  intended,  such 
equality.  The  only  purpose  of  Congress  in  making  such  pro- 
visions was  to  prevent  undue  discrimination  against  national 
bonks.  The  result  of  this  method  of  taxation,  however,  was  to 
impose  a  heavier  burden  on  bank  stock  than  on  other  personalty, 
since  the  special  provisions  for  assessment  made  it  possible  to 
reach  bank  stock  effectively  when  other  intangibles  were  escaping. 
Thus  in  1879,  before  there  had  been  any  important  modification 
of  the  general-property  tax  in  New  York,  bank  stock  comprised 
nearly  thirty  per  cent  of  the  assessed  value  of  all  personalty, 
tangible  and  intangible,  in  the  thirty-seven  counties  reporting.f 
To  cite  an  extreme  instance,  in  1878  the  banks  of  Albany  paid 
about  fifty-eight  per  cent  of  all  taxes  on  personal  property.^  For 
many  years  no  changes  were  made  in  the  system,  however,  and 
the  fact  that  no  discrimination  against  bank:s  was  intended  made 
the  law  acceptable  in  the  eyes  of  the  court9.§ 

In  1901  the  law  was  amended  to  make  the  tax  payable  directly 
by  the  state  and  national  banks,  although  still  assessed  on  the 
shares.**  The  rate  was  set,  arbitrarily,  at  one  per  cent.  At  the 
same  time  a  one  per  cent  tax  was  placed  on  the  capital,  surplus 
and  nndivided  profits  of  tnist  companies,  and  on  the  surplus  and 
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ondirided  profits  of  savings  banks.*  Thos  tlie  tax  on  state  and 
Qstional  banks  remaimi,  technica.Uy,  a  tax  on  the  shareholders,  but 
it  is  collected  from  the  banks,  and  it  is  now  generally  regarded 
evcQ  by  the  ibankers  themselves  as  a  tax  on  the  bank.  The  L^s- 
lature  of  this  State  gave  tangible  evidence  that  it  considered  the 
tax  to  be  in  fact  a  business  tax.  on  the  bank  when  it  made  dividends 
un  the  shares  taxable  under  the  personal  income  tax,  passed  in 
1919.  Ctmgress  took  the  same  attitude  when,  in  the  Revenue 
Act  of  1921,  it  permitted  the  deduction  of  the  tax  as  a  busiiieBS 
expense  in  arriving  at  the  taxable  net  income  of  banks.  The 
taxes  on  other  financial  corporations,  which  are  placed  on  the 
corporations  as  such,  are  similar  to  the  tax  on  bank  stock,  and 
the  provisions  which  have  been  made  from  time  to  time  for  the 
taxation  of  mortgages,  secured  debts  and  other  intangibles,  bear 
no  direct  relation  to  the  bank-stock  tax.  No  other  important 
changes  have  been  made  in  bank  taxation,  and,  in  the  absence  of 
amendments  to  section  5219  of  the  federal  Revised  Statutes, 
ehange  is  all  but  impoesible. 

While  the  method  of  taxing  banks  has  remained  almost  static, 
the  general  property  tax,  which  prevailed  when  this  system  of 
bank  taxation  was  introduced  and  to  which  the  bank  taxes  were 
adjusted,  has  disappeared.  Only  real  estate  and  some  tangible 
personalty  remain  under  the  property  tax,  and  all  intangibles 
and  most  of  the  tangible  personalty  of  corporations  are  reached 
by  other  taxes.  A  system  of  business  taxes  has  grown  up.  Pub'ic- 
atility  corporatifHis  and  real-estate  and  holding  companies  have 
been  taxed  since  1880  on  capital  stock  or  gross  earnings,  or  both, 
at  varying  rates.!  '^^^  minimum  rate  on  capital  stock  is  one 
and  one-half  per  cent,  unless  the  company  is  not  a  profitable  one, 
when,  under  certain  conditions,  the  tax  is  only  three-fourths  of 
one  per  cent.  In  addition  to  this,  those  transportation  and  traus- 
Bussion  ccmipanies  subject  to  this  tax  pay  an  annual  {ax  of  one- 
half  of  one  per  cent  on  gross  earnings.  Those  transportation 
companies  not  subject  to  the  capital  stock  tax  pay  higher  rates 
on  gross  earnings,  varying  with  the  amount  of  the  dividends  and 
the  natore  of  the  company.  Manufacturing  and  mercantile  com- 
panies, CO-  "bnsineBs"  corporations,  have  been  taxed  since  1917 
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on  net  income,  the  present  rate  being  four  and  one-half  per  cent* 
The  taxes  on  miscellaneous  financial  corporations  are  on  capital 
stock  and  those  on  insurance  companies  on  premiums.  These 
taxes  are  comparable  to  those  on  banka.f  In  addition  to  these 
franchise  taxes,  corporations,  with  the  exception  of  banks,  are 
subject  to  an  organization  tax  of  one-half  of  one  per  cent  on  capital 
stock-j:  Private  individnah  have  been  taxed  since  1919  on  nel 
income  instead  of  on  intangible  personal  property.§  The  net 
resolt  of  these  readjustments  has  been  to  change  entirelj  the 
basis  of  taxation  on  corporations  and  on  the  owners  of  intangibles, 
while  the  taxes  on  banks  have  remained  the  same. 

Results  of  the  statistical  investigation. —  The  Committee  ol 
the  beginning  of  its  inquiry  early  in  the  spring  of  1921,  decided 
to  attempt  to  ascertain  whether  the  special  taxes  on  banks  (and 
bank  stock)  imposed  a  just  and  equitable  burden  upon  the  banks 
both  as  compared  with  the  burdens  carried  by  ot^er  classes  of 
business  and  as  it  affected  particular  institutions  within  the 
various  classes  of  banks.  Apparently  no  one  had  preriously 
attempted  to  determine  accurately  Trfiether  the  one  per  cent  rate 
on  the  rather  artificial  basis  of  value  specified  in  the  law  was 
adequate  or  inadequate  or  whether  the  system  was  operating  in  a 
discriminatory  manner  as  between  individual  banks.  . 

The  cooperation  of  the  Bureau  of  Internal  Kevenue  of  the 
United  States  Treasury  was  enlisted  and  valuable  data  wen- 
secured  bearing  upon  the  income  of  various  classes  of  business 
concerns.  The  reports  of  the  State  Banking  Department  and  the 
Comptroller  of  the  Currency  were  utilized  and,  finally,  appeals 
were  made  by  questionnaires  directly  to  the  banks  when  informa- 
tion was  available  in  no  other  way.  The  respmise  from  the 
corporations  was  very  complete.  The  data  have  been  fullv 
analyzed  and  the  results  are  presented  in  full  in  Part  II  of  this 
report.**  It  is  believed  that  these  detailed  statistical  studies  pro- 
vide a  basis  for  drawing  conclusions  regarding  the  true  burdpn 
upon  the  institutions  studied  which  is  usually  adequate  and 
dependaUe. 
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SiDoe  the  basis  of  the  computations  is  set  forth  fully  in  Part  II, 
it  will  be  unneceBBaiy  to  make  any  elaborate  statement  of  the 
details  here.     The  general  results  only  will  be  sanunarized. 

The  aggregate  amount  collected  from  the  financial  institutions 
in  bnainesB  tajtes  (taxes  on  bank  stock  or  "franchise"  taxes)  in 
1920  waa  $11,667,95S,  distributed  as  follows: 

National  banks $5,792,208 

State  banks 1,239,268 

Tmst  companies 3,196,586 

Savings  bants 1,439,896 

Total  $11,667,958 

These  figures  do  not  take  into  account  real-estate  taxes  which,  as 
explained  above,*  must  be  placed  in  a  separate  category  for  com- 
parative purposes,  and  not  be  c'assed  as  true  business  taxes  or 
considered  to  be  of  the  same  degree  of  burdensomenesa  as  such 
taxes.  In  making  comparisons  of  burden,  the  taxes  were  reduced 
to  a  percentage  of  net  income. 

N ATiOKAL-  Baitks. —  In  the  case  of  national  banks  the  business 
tax  (1  per  cent  on  the  shares,  valued  on  the  basis  of  capital,  sur- 
plus and  undivided  profits)  is  heavier  than  the  businees  tax  on 
the  incoTne  of  manufacturing  and  mercantile  companies.  In  the 
a^regate  the  national  bank  tax  is  equivalent  to  6  4/5  per  cent 
of  their  net  income,  on  a  three-year  basis,  while  the  tax  on  mer- 
cantile and  manufacturing  companies  is  only  4^  per  cent.  The 
figures  by  years  are  as  follows; 

1918 7.     per  cent 

1919   6.3  per  cent 

1920 6.7  per  cent 

Only  17  of  the  398  national  banks  reporting  paid  taxes  as  low 
as  those  paid  by  the  general  business  corporations.  The  taxes 
of  five  banks  exceeded  40  per  cent  of  their  net  income,  while  the 
tax  of  one  bank  was  lees  than  2  per  cent.  An  examination  of 
Table  3  on  page  185  will'  show  that  as  a  rule  the  lai^  banks  pay 
lower  taxes,  measured  by  net  income,  than  tbe  banks  of  medium 
and  small  size.    Thus  banks  of  the  largest  size  (10  million-dollar 
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banka  or  more)  pay  6  3/5  per  cent  while  moderate-sized  banks 
(204  with  capital,  Burplus  and  undivided  pn^ta  between  $100^000 
and  $1,000,000)   pay  11  1/5  per  cent 

State  Basks. —  Judged  by  their  relation  to  net  income,  the 
taxes  on  state  'banks  (Ibasis  the  same  as  national  banks)  are  slightly 
lower  than  those  on  national  banks  but  still  much  higher  than  the 
taxes  on  business  corporations  generally.  State  banks  on  the 
three-year  basis  pay  6  58/100  per  cent  of  their  net  income  as 
compared  with  the  i^-i  per  cent  of  the  business  corporations.  The 
tigures  by  years  are  as  Mlows : 

1918  .- 8.2  per  cent 

1919   5.9  per  cent 

1920 6.2  per  cent 

Only  7  out  of  156  State  banks  reporting  paid  taxes  &s  low  as 
those  paid  by  buainess  corporations  generally  (4^  per  cent). 
Two  state  banks  paid  less  than  2  per  cent  while  one  paid  auore 
than  40  per  cent  The  largest  banks  averaged  7  per  cent  and 
the  smallest  banks  8  56/100  per  cent,  so  that,  in  this  case  also, 
the  tax  strikes  hardest  on  the  smaller  institutions. 

Trust  Compahib8. —  The  trust  companies  (taxed  directly  at 
1  per  cent  of  capital,  surplus  and  undivided  profits)  pay  heavier 
taxes  than  either  state  or  national  banks  and,  of  course,  much 
heavier  taxes  than  the  mercantile  and  manufacturing  companies. 
Their  taxes,  on  the  three-year  basis,  amounted  to  7  1/3  per  cent 
of  their  net  income.    The  fol'owing  are  the  figures  by  years: 

1918    8.4  per  cent 

1919    7.6  per  cent 

1920    6 . 5  per  cent 

Only  11  out  of  the  81  trust  companies  reporting  paid  taxes  as 
low  as  those  of  business  <:orporations  generally.  Three  trust  com- 
panies paid  less  than  2  peir  cent  and  one  more  than  40  per  cent. 
The  same  discrimination  against  the  small  institutions,  noted  in 
the  cases  of  the  state  and  national  banks,  is  present  also  in  the 
case  of  trust  companies.  The  very  large  institutions  paid  7>4 
per  cent  on  the  average  while  the  smallest  institutions  paid  9  3/5 
per  cent. 
Ihvestment  Companies. —  The  class  of  investment  companies 
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contains  a  heterogeneous  group  of  business  concerns.  It  includes 
the  "  Morris  Plan  "  banks  as  well  as  several  types  of  commercial- 
paper  houses.  Its  content  is  not  at  all  what  would  be  inferred 
from  the  title  of  "  investment  companies." 

The  taxes  applying  to  these  companies  consist  of  1^4  mills  for 
each  dollar,  face  value,  of  capital  plus  1  per  cent  of  surplus 
and  nndivtded  profits.  The  1%  mills  on  capitaJ^,  specially  val- 
ued, in  place  of  1  per  cent  as  in  the  case  of  state  and  national 
banks  and  trust  companies,  is  a  cwisiderable  concession  as  is 
.<bown  bv  the  fact  that  the  "  investment  companies  "  paid  in 
taxes  only  3  13/100  per  cent  of  their  net  income  on  the  basis 
of  the  three-year  period  and  the  following  percentages  on'  the 
innnal  basis : 

1918 5       per  cent 

1919 3       per  cent 

1920 2 . 7  per  cent 

Eleven  of  the  15  companies  reportizig  paid  smaller  taxes  than 
meieaatile  and  maniLfacturing  companies.  Two  paid  less  than 
i  per  cent  and  1  paid  more  titan  8  per  cent 

SAViiToa  Bauks. —  In  the  ease  of  savings  l)ankB  the  item  of  net 
income,  used  as  a  basis  of  comparison,  is  not  a  highly  satisfao- 
tory  one  and  the  results  are  consequently  presented  with  diffir 
deuce  and  reservations.  The  difficulty  arises  in  connection  with 
ibf  treatment  of  the  so-called  "  dividends  "  which  are  the  dis- 
tributions to  depositors  in  these  mutual  inatitutimis.  The  ques- 
tion is  as  to  whether  they  should  be  deducted  ae  expenses  or 
inchided  as  profits.  As  a  matter  of  fact,  the  character  of  this 
item  is  undoubtedly  mixed,  containing  elements  of  profit  as  well 
as  interest.  Even  when  deducted  aa  interest,  the  figures  show 
that  savings  banks  pay  lighter  taxes  than  national  and  state  banks 
uid  trost  companies,  but  still  somewhat  heavier  taxes  than  busi- 
ness corporations.  The  three-year  figure  for  the  savings-bank 
las  (1  per  cent  of  the  par  value  of  surplus  and  undivided  earn- 
ings) is  5  4/5  per  cent  of  the  net  income  as  above  defined  and 
the  annual  figures  run  as  follows: 

1918 8 . 1  per  cent 

1919 7 . 0  per  cent 

1920 3.3  per  cent 
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The  low  figure  for  1920  is  the  result  of  the  shrinkage  in  the 
value  of  soeuritJDs  in  that  period.  In  case  dividenda  (in  whole 
or  in  part)  are  not  deducted  in  computing  net  income,  the  percent- 
ages given  above  would  drop,  of  course,  to  a  still  lower  leveL 

The  liberal  treatment  of  savings  banks,  reflected  by  these  fig^ 
iiros  (liberal  as  compared  with  that  given  other  hanks),  is  not 
entirely  unintended.  There  is,  in  fact,  subetantial  support  for 
the  position  that  these  institutions  are,  in  a  considerable  measure, 
eleemosynary  in  character  and  deserving  of  special  leniency  in 
taxation.  They  are  entirely  exempt  under  the  federal  income 
tax. 

The  crisis  caused  by  the  Richmond  deciucm. —  The  facts 
revealed  by  the  statistical  inquiry  regarding  the  weight  of  the 
burden  on  banks  lead  to  the  conclusion  that  either  the  taxes  on 
banks  should  be  lowered  or  the  taxes  on  mercantile  or  manufac- 
turing companies  should  be  raised.  The  Committee  does  not 
share  the  view  advanced  by  some  that  there  should  be  a  dis- 
crimination in  the  burden  of  the  business  taxes  upon  particular 
classes  of  'business.  It  believes  that  the  dollar  earned  in  bank- 
ing should  contribute  approximately  the  same  amount  to  the  sup- 
port of  government  as  the  dollar  earned  in  manufacturing  or 
trading. 

The  gross  inequali^  of  the  present  taxes  on  banks,  both  as 
between  diiTerent  classes  of  institutions  and  as  between  different 
individual  concerns  within  each  class,  demands  a  change  in  the 
charactM  of  the  taxes.  A  tax  which  discriminates  in  favor  of 
the  large  bank  and  against  the  small  one  is  indefenMble.  How- 
ever, a  change  in  the  form  of  the  bank  taxes  has  always  been 
considered  out  of  the  question  because  the  piesent  form  is  the 
only  one  apparently  in  harmony  with  the  provisions  of  section 
5219  of  the  Federal  Revised  Statutes. 

With  dramatic  suddenness  the  situation  was  entirely  change<l, 
however,  while  the  Committee's  statistical  study  was  still  in  its 
early  stages.  On  June  6,  1921,  a  change  in  the  form  of  the 
bank  taxe«  became  an  immediate  possibility  throngfi  the  effect 
of  a  decision  of  the  Supreme  Court  of  the  United  States  in  the 
case  of  Hie  Merchant's  National  Bank  of  Richmond  vs.  The 
City  of  Bichmond.  This  decision  turns  on  the  interpreta- 
tion of  the  phrase  "other  moneyed  capital."     Previously  this 
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phrase  bad  been  thought  to  mean  merely  banking  capital  aod 
the  requiremeDte  of  eection  5219  were  considered  to  be  satisEed 
when  state  banks  were  taxed  in  the  aame  manner  and  at  the 
same  rate  as  national  banks.  The  Supreme  Court,  however, 
made  it  clear  in  this  decisicai  that  the  comparison  must  be 
broader  and  held  that,  when  the  taxes  in  Richmond,  Virginia, 
were  lighter  upon  intangible  property  representing  money  loaned, 
such  as  mortgages  and  bonds,  than  the  taxes  on  bank  stock,  the 
federal  statutes  had  been  violated.  This  decision  casts  serious 
doubt  upon  the  validity  of  the  New  York  tax  on  the  shares  of 
stock  of  national  banks  hecause,  as  has  been  explained,*  intan- 
gibles in  this  state,  far  from  being  taxed  at  1  per  cent,  are  en- 
tirely exempt.  True,  the  income  from  them  is  taxed  under  the 
personal  income  tax  but  ao,  also,  are  the  dividends  on  the  bank 
sto(^  The  explanation  is,  as  indicated  above,t  that,  while  its 
form  has  remained  unchanged,  the  national  bank  tax  has  devel- 
oped, in  the  course  of  the  evolution  of  taxation  in  this  State,  into 
a  true  buaiuess  tax.  It  is  no  longer  in  fact  a  personal  tax.  The 
valid  comparison,  from  the  economic  point  of  view,  is  no  longer 
t  comparison  between  the  tax  on  national  bank  shares  and  the 
tax  on  intangible  property  bnt  rather  a  comparison  between  the 
tax  on  national  banks  (through  their  shares)  and  the  taxes  on 
other  similar  business. 

The  national  banks  of  the  State  have  boon  quick  in  their 
attempt  to  take  advantage  of  the  situation.  A  large  number  of 
the  banks  at  once  instituted  proceedings  in  the  courts  to  test 
the  legality  of  the  taxee  levied  on  their  shares  in  this  State.  A 
test  case,  that  of  the  Hanover  National  Bavk  vs.  Goldfo<jU,  has 
already  been  passed  upon  hy  the  Supreme  Court  of  the  State:}: 
and  the  present  tax  upheld.  But  the  case  is  to  be  carried  to  the 
Supreme  Court  of  the  United  States  where  the  i-sisne,  in  the 
opinion  of  the  advisers  of  the  Committee,  is  highly  uncertain. 

It  is  the  belief  of  the  Committee  that  the  real  s<^ution  of 
Ihe  difSculty  lies  not  so  much  in  the  establishment  of  a  satiafac- 
toty  interpretation  of  the  phrase  "  other  moneyed  capital  "  as 
in  the  change  of  the  limiting  section  in  the  Kevised  Statutes  so 
M  to  permit  t3»e  tax  to  stand  forth  in  its  true  character  as  a 
bnaineag  tax.     Accordingly,  it  has  taken  active  steps  to  secure 
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an  amendment  to  section  5219  which  wilt  pMmit  the  State  to 
continue  to  levy  a  fair  business  tax  on  national  banks. 

The  situation  is  indeed  a  serious  one,  for  if  the  State  may 
not  tax  the  hnsiness  of  a  national  bank,  it  cannot  in  faimeas  tax 
the  business  of  a  state  bank  or  a  trust  company  which  must  enter 
into  aotire  daily  competition  with  the  national  bank.  Thns,  not 
only  does  the  issue  involve  aj^nxrzimately  t^i  millions  of  teroiue 
annually  hut  it  threatens  the  whole  plan  of  tax  reform  in  this 
State  which  has  been  gradually  worked  out  as  the  result  of  much 
painful  experience.  If  the  only  way  to  reach  natitmal  banks 
is  to  return  to  the  old  discredited  tax  <hi  intangible  perwHial 
property,  eith^  national  banks  must  go  free  or  the  State  most 
abandon  the  fruits  gained  in  fifty  years  of  arduous  effort  toward 
tax  reform. 

The  interests  of  many  other  states  are^  of  course,  affected  by 
the  decision  in  the  Kichmond  case  and  an  organization  of  state 
representatives  has  been  effected  to  urge  upon  Cmigress  the  de- 
sirability of  granting  powers  to  the  states  which  will  enable  them 
to  tax  national  banks  in  a  manner  which  is  in  harmony  with  the 
character  of  the  modem  state  tax  systems.  The  following  pro- 
posed amendment  to  section  5219  has  been  advanced  by  the  states 
interested  and,  in  the  belief  that  it  grants  adequate  powers  to 
this  State  while  giving  every  reasonable  safeguard  to  the  national 
banks,  it  is  being  actively  supported  by  the  Committee: 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of 
the  United  States  of  America  in  Congreaa  assembled.  That  sec- 
tion 5219  of  the  Revised  Statutes  of  the  United  States  be,  and 
the  same  is  hereby,  amended  so  as  to  read  as  follows: 

"  Sec.  5219.  That  the  legislature  of  each  State  may  provide 
for  the  taxation  of  the  r^  property  therein  of  any  national  bank- 
ing association  located  therein  in  the  same  manner  and  at  the 
same  rate  as  other  real  property  in  the  same  taxing  district  is 
taxed  for  public  purposes;  and  may  also  provide  for  the  taxa- 
tion of  either  the  income  of  such  association,  or  the  shares  of  such 
association,  subject  to  the  restrictions  that  whichever  of  the  above 
classes  shall  be  chosen  the  rate  or  rates  of  tax  imposed  should  be 
not  greater  than  the  lowest  uniform  rate  or  graduated  rates 
imposed  in  respect  of  such  class  on  banks,  hanking  associations, 
or  trust  companies  doing  a  banking  business,  inoorporated  by  or 
under  the  laws  of  such  State,  other  than  savings  banks  or  similar 
nonstock  corporations  organized  for  the  mutual  benefit  of  deposi- 
tors; and  if  the  shares  of  such  association  are  taxed,  the  shares 
owned  by  nonresidents  of  such  State  shall  be  taxed  in  the  taxing 
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district  where  saeh  aasociatitm  is  located  and  not  elsewhere;  and 
iiui7  also,  if  the  State  provides  for  the  taxation  of  individual 
incomes,  include  as  a  part  of  taxable  income  the  income  from  the 
shares  of  national  banking  associations:  Provided,  That  the 
inomie  from  the  shares  of  banks,  banking  associations,  and  trust 
etmpanies  doing  a  banking  business,  incorporated  hy  or  under 
the  laws  of  such  State,  is  ^o  so  included. 

"Any  tax  upon  shares  of  national  banks  heretofore  paid,  levied, 
or  aasessed,  which  is  in  accord  with  the  provisions  hereof,  is 
hereby  legalized,  ratified,  and  confirmed  as  of  the  date  when 
imposied.  Nothing  herein  shall  be  construed  to  exempt  the  r«il 
property  of  associations  from  either  State,  county,  or  municipal 
tues,  to  the  same  extent,  according  to  its  valae,  aa  other  real  prop- 
erty is  taxed. " 

Coaclmioin.—  The  Committee  has  found  that  the  old  method 
nf  taxing  banks  and  &ianoial  institutions,  which  has  been  in 
force  for  many  years,  produces  very  unequal  results.  It  reeom- 
mcnds:  (1)  That,  in  case  the  necesmry  amendment  to  section 
5319  of  the  Revised  Statutes  is  granted  by  Congress,  national 
htnis,  slate  banJcs,  trust  companies,  and  Morris  Plan  banks  he 
tvbjected  to  a  busineaa  tax  on  ihe^  net  income  levied  ai  the  same 
rate  as  that  applied  to  the  net  income  of  mercantile  and  manu- 
faeturing  companies: 

(2)  That,  because  of  the  difficulty  of  defining  the  net  income 
of  savings  bariJcs,  it  is  recommended  that  the  tax  on  such  inelitu- 
turns  be  continued  in  the  form,  of  a  franchise  tax  based  on  Some 
suth  meamire  aa  that  provided  in  the  present  law: 

(3)  That  the  class  of  investment  companies  be  abandoned  as 
a  teparate  category  for  tax  purposes,  Morris  Plan  BanJeg  being 
taxed  aa  suggested  in  (1)  above  and  all  other  organizations  now 
included  in  this  class  being  subjected  to  the  regidar  franchise  tax 
on  the  income  of  bueiness  corporations  (Section  90). 

The  adoption  of  these  recommendations  will  result  in  more 
exact  fairness  in  the  treatment  of  financial  institutions  aa  com- 
pared with  other  businesses  and  will  correct  the  discrimination 
against  the  smaller  banks  of  certain  classes  which  the  statistical 
rtudy  has  revealed. 

The  adoption  <^  the  Committee's  recommendation  for  an  income 
tax  upon  banks  and 'financial  institutions  pre-supposes  that  a  por- 
tion of  the  yidd  from  the  taxes  will  be  returned  to  the  localities  at 
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least  equal  to  the  amount  which  ther^  now  derive  from  the  tas 
upon  shares  of  stock  in  state  and  national  banks.* 

To  avoid  excessive  fluctuations  in  revenues  it  is  suggested  that 
the  principle  of  averages  may  well  be  utilized  i  that  is,  instead  of 
baaing  the  asseesiuent  upon  the  net  income  of  a  single  year,  the 
average  of  the  net  incomes  of  three  or  five  years  preceding  be 
used.  This  method  could  be  adopted  gradually  by  starting  with 
this  year's  income  and  incorporating  the  income  of  succeeding 
years  as  a  part  of  the  base  as  time  proceeds.  The  adoption  of 
this  plan  in  this  period  of  depression  and  of  nnall  profits  would 
work  no  hardship  and  should  arouse  little  antagonism. 

However,  the  adoption  of  the  recommendations  onttinsd  aboA'e 
must  await  Congressional  action  upon  the  proposed  amendment 
to  section  5219  of  the  Hevised  Statutes-f  If  a  reaaotuile  aanend- 
merit  is  blocked  through  the  short-sighted  opposition  of  a  small 
section  of  the  financial  community,  the  CommiUee  proposes  a  plan 
to  prevent  the  evasion  by  the  national  banks  of  their  fair  share 
of  the  governmental  burden,  through  a  retwm  to  iJte  taxation  of 
suck  moTieyed  capital  as  competes  wUk  national  banks,  at  the 
same  rate  as  thai  imposed  upon  national  banJe  shares.  The 
Committee  regards  this  as  a  very  undesirable  alternative  but  a 
necessary  one  in  the  contingency  described. 

The  Taxes  on  Insurance  Companies 

The  Committee  has  encountered  serious  difficulties  in  it»  attempt 
to  measure  the  burden  of  the  taxes  at  present  imposed  on  insur- 
ance companies.  8uch  companies  pay  a  business  tax  of  one  per 
cent  on  gross  premiums,  in  excess  of  certain  specified  deductions, 
on  the  business  done  within  the  State  during  the  previous  year. 
In  addition  to  the  difficidties  involved  by  reason  of  the  fact 
that  many  of  the  companies  are  organized  on  t^e  mutual  basis,f 
there  are  serious  differences  of  opinion  in  many  lines  of  insurance 
regarding  the  size  of  reserves  which  may  l>e  reasonably  built  up. 
However,  it  was  possible  to  secure  fairly  satisfaetory  data  for 
fire  and  marine  companies  organized  as  stock  companies  and  the 
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reenlta  of  the  analysis  are  set  forth  in  detail  in  Fart  II.*  It 
appears  that  over  a  ten-year  period,  1911-1920,  91  such  com- 
paaies  paid  in  husiueee  taxes  5%  per  cent  of  their  net  income. 
If  insnrance  companiM  operating  at  a  loss  are  excluded,  the  5% 
per  cent  rate  drops  to  4  84/100  per  cent.  This  is  the  ■figure 
most  properly  comparahle  with  the  i^^  P^i"  cent  paid  hy  mercan- 
tile and  manufacturing  companies.  It  is  clear  that  so  far  as 
aggre^te  Imsinees  taxes  paid  are  concerned  the  insurance  com- 
panies of  these  types  are  on  a  fairly  equal  basis  as  compared  with 
business  corporations  generaHy. 

A  very  unsatisfactory  situation  is  revealed,  however,  when  a 
study  is  made  of  the  taxes  paid  by  the  different  companies  within 
the  claas.f  Three  companies  pay  less  than  one  per  cent  of  their 
net  income  in  business  taxes  while  four  companies  pay  more  than 
25  per  cent. 

The  Committee  believes  thai  no  good  reason  extda  why  it 
should  not  he  poagihle  to  apply  a  uniform  business  income  tax  to 
oQ  insurance  companies  of  the  non-mtthial  type  and  suggests  that 
a  plan  for  accomplishing  this  be  worked  out  in  detail  in  conference 
with  the  iTUerests  affected.  This  is  a  task  which,  because  of  the 
pressure  of  other  commitments,  the  Committee  has  thus  far  found 
it  impoesihle  to  undertake.  The  question  of  proper  reserves  can 
be  controlled,  arbitrarily  if  necessary,  in  cases  where  actual  loss- 
experience  under  the  various' new  types  of  insurance  forms  an 
JDsuEBcient  basis  for  accurate  estimates. 

The  taxation  of  mutual  companies  on  the  basis  of  net  income 
is  a  very  difficult  task  indeed.  When  the  customers  and  the 
owners  are  identical  groups,  conditions  are  absent  which,  under 
ordinary  competitive  conditions,  cause  the  true  differential  profit 
of  the  oi^anization  to  emerge.  The  profit  is  usually  veiled  by  a 
difference  in  the  level  of  rates.  Consequently,  unless  mutual 
business  is  to  be  relieved  entirely  of  business  taxation,  some  arbi- 
trary basis  is  necessary  ior  the  tax.  The  Committee  recommends 
no  change  in  the  method  of  taxing  mutual  companies  at  this  time, 
but  considers  this  a  field  whii^  deserves  further  study  and  investi- 
gation. 
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The  Taxes  on  PnbUc  Utilities 

The  Committee  Iiaa  concentrated  much  of  its  effort  upon  the 
problem  of  the  taxation  of  public  utilities  in  this  State.  The 
present  taxes  on  public  utilities  are  a  complicated  hodge-podge 
which  are  the  despair  of  the  taxpayer  and  an  oocasioo  for  amaze- 
ment and  seom  of  students  of  taxation  generally.  For  a  long  time 
it  has  been  generally  appreciated  that  the  taxes  on  puUic  utilities 
were  arbitrary,  uncertain  and  complicated,  hut  it  has  been  assumed 
that,  nevertheless,  the  law  did  achieve  a  reasonable  degree  of 
equity  in  the  distribution  of  the  tax  burden.  Our  statistical  in- 
vestigation shows  conclusively  that  the  net  result  of  all  the  effort 
which  we  now  put  forth  in  assessing  these  intricate  taxes  is 
scandalous  inequality  and  disgraceful  discriminaticm. 

History  of  public-utility  taxes  in  the  Sute. —  In  order  to 
throw  light  upon  the  pres^it  methods  of  taxation  and  to  assist 
in  their  improvement,  the  following  brief  account  of  the  historical 
devdopment  of  Kew  York's  taxes  upon  public-utility  corporations 
is  presented. 

Beginning  with  the  year  1823,  the  taxation  of  the  pnbHc- 
utility  corporations  has  been  the  subject  of  frequent  legislation. 
For  laore  than  a  half-century  such  legislation  was  principally 
concerned  with  the  increasingly  difficult  problem  of  taxing  the 
corporations  under  the  general-property  tax.  The  first  important 
departure  was  made  in  1880,  with  the  enactment  of  the  corporate 
franchise  tax  law.*  This  was  a  tax  on  the  value  of  capital  stock 
at  a  rate  varying  with  the  dividends  of  the  corporation.  If  the 
corporation  paid  less  than  six  per  cent  on  capital  sto<^  the  rate 
was  one  and  one-half  mills  per  dollar  of  capital  stock;  if  more 
than  six  per  cent  the  rate  was  one-quarter  of  a  mill  for  every 
on©  per  cent  of  dividaids  on  each  dollar  of  capital  stock.  This 
tax  applied  to  all  public-utility  corporations,  domestic  and  foreign, 
without  exception,  and  was  in  lieu  of  the  state  tax  on  personalty. 
It  was  placed  under  the  administration  of  the  state  comptroller 
whose  powers  were  enlarged  accordingly. 

In  addititm  to  this  in  the  same  year  a  tax  of  one-half  of  one 
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per  cent  on  gross  eamingB  was  imposed  on  all  tranaportfttiou  com- 
paoies  and  telephone  and  telegraph  companies.* 

In  1881  the  law  was  declared  to  be  a  franohise  tax  to  meet 
coDstitutional  objeeticHis.  In  1885  the  franchise  tas  was  for  the 
tiret  time  limited  to  that  capital  employed  within  the  State  to 
meet  an  obrious  iniuBtice.f  During  the  same  decade  came  the 
Snpreme  Court  decision  that  the  State  could  not  tax  interstate 
commerce,  and  the  law  was  amended  in  18d4|  to  exclude  inter- 
state earnings.  The  tax  was  henceforth  confined  to  intra  atate 
biiainesa  in  spite  of  a  later  decision  (1891)  that  the  State  might 
tax  that  proportion  of  interstate  business  carried  tai  within  the 
state.  Taxes  collected  on  interstate  business  previous  to  this  were 
reftmdfld. 

In  1886,  in  recognition  of  the  fact  that  the  State  was  granting 
a  special  and  valuable  privilege,  an  organization  tax  of  one-ei^th 
of  one  per  cent  was  imposed  on  the  capital  stock  of  corporations 
at  the  time  of  incorporation.  This  was  extended  to  ioreiga.  cor- 
porations in  1895  as  a  license'^  tax  of  one-eighth  of  one  per  cent 
i>ii  the  amount  of  capital  employed  within  the  State  in  the  year 
when  the  foreign  corporation  first  transacts  business  in  the  State. 
The  organization  tax  on  domestic  corporations  was  reduced  in 
1901  to  one-twentieth  of  one  per  cent  owing  to  the  competition  of 
Xew  Jersey  where  the  tax  amounted  only  to  one-fiftieth  of  one 
per  cent. 

The  revenue  from  the  corporation  taxes  decreased  as  a  result 
of  the  narrowing  interpretation  of  the  courts.  Further,  evasion 
increased  under  the_  capital-stock  tax  as  time  went  on.  The  sur- 
plus of  foreign  corporations  was  not  taxable  according  to  the  court 
interpretation,  and  foreign  eor^rations  frequently  claimed  that 
thpy  were  employing  their  surplus  and  not  their  capital  in  New 
York  business.  Bomestic  corporatiouB  as  weH  as  foreign  evaded 
the  tax  by  issuing  bonds  rather  than  stock,  for  bonded  indebted- 
ness was  deductible  from  the  value  of  capital  stock.  The  tax  was 
also  reduced  to  some  extent  by  turning  profits  into  surplus  rather 
than  dividends.  , 
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To  meet  these  difficulties  in  part  changes  were  made  in  the 
method  of  taxing  pablic  utilities  in  1896.  Elevated  and  aurface 
railwaya,  other  than  steam,  were  withdrawn  from  the  capital- 
stock  tax  and  sul^ected  instead  to  a  tax  of  one  per  cent  on  gross 
earnings,  plus  a  taz  of  three  per  cent  on  all  dividends  in  excess 
of  four  per  crait.*  Light,  water,  gas,  heating  and  power  com- 
panies were  also  withdrawn  and  taxed  in  the  same  manner  as 
street  railways,  excepting  that  the  rate  on  gross  earnings  -was 
made  one-half  of  one  per  centf  These  last-named  companies 
had  not  been  subject  to  the  gross-eantings  tax  placed  on  trans- 
portation companies,  and  had  largely  escaped  the  capital-stock 
tax  hy  means  of  large  bond  iasuea.  There  is  no  apparent  reason 
for  the  rate  on  gross  earnings  being  less  than  that  on  the  gross 
earnings  of  street  railways.  In  1906  railroads  leased  to  other 
companies  were  subjected  to  the  lax  of  three  per  cent  on  divi- 
dends in  excess  of  four  per  cent4 

A  farther  step  to  prevent  evasion  was  taken  in  1899§  when  the 
"  value  of  all  franchises,  rights,  authority  or  permission  to  con- 
struct, maintain  or  operate,  in,  under,  above,  upon,  or  througb, 
any  streets,  highways  or  public  places,  any  mains,  pipes,  tanks, 
conduits  or  wires,  with  their  appurtenances,  for  conducting  water, 
steam,  heat,  light,  power,  gas,  oil  or  other  aubetanco,  or  electricity 
for  telegraphic,  telephonic  or  other  purposes  "*•  waa  declared  to 
be  real  estate,  and  assessable  by  the  State  Tax  Commission  for 
State  and  local  purposes.  These  special  frauchiees  had  often 
escaped  taxation  prior  to  this,  since,  as  personalty,  any  indebted- 
ness could  be  deducted  from  their  value.  This  was  an  important 
step  In  advance.  There  has  been,  however,  much  difficulty  in 
defining  the  special  franchise,  and  the  operation  of  the  law  haa 
been  greatly  hindered  in  consequence.  Further,  equalization  of 
special  franchises  and  other  real  estate  was  not  permitted  nntil 
1911,ff  and  the  more  efficient  central  assessment  led  to  discrimi- 
nation against  the  possessors  of  franchises.  Much  litigation 
ensued,  and  half  of  the  taxes  imposed  between  1899  and  1911 
remained  unpaid  at  the  end  of  that  period.  There  has  been  leas 
trouble  since  this  amendment. 
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Largely  to  clear  up  ambiguities  in  interpretation  of  an  earlier 
law  corporations  were  re-dasaified  in  1906  for  purposes  of  the 
capital  stock  tax  aa  follows  :* 

(1)  Those  corporations  earning  six  per  cent  or  more  on 
par  to  be  taxed  at  the  rate  of  one-fourth  of  one  mill  on  each 
dollar  of  par  value  of  stoc^  for  each  one  per  cent  of  divi- 
dends. 

(2)  Those  earning  no  dividends,  or  in  case  assets  do  not 
exceed  liabilities  or  market  price  does  not  exceed  par  those 
earning  less  than  six  per  cent,  to  be  taxed  at  the  rate  of 
three-fourths  of  8  mill  per  dollar  on  the  appraised  value  of 
capital  BtocL 

(3)  Those  earning  less  than  six  per  cent  but  with  assets 
in  excess  of  liabilities  or  market  price  in  excess  of  par  to  be 
taxed  at  the  rate  of  one  and  one-half  mills  on  the  appraised 
value  of  capital  stock. 

(4)  All  corporations  not  taxable  under  classes  (1)— (3) 
to  be  taxed  at  not  less  than  one  and  one-half  mills  on  the 
actual  value  of  the  capital  stock. 

The  present  system. —  Elsewhere  in  this  report  the  present 
methods  of  taxing  the  public-service  corporations  operating  in  the 
State  of  New  York  are  fully  described-f  The  following  brief 
aimmary  will  be  sufficient  for  the  purpose  of  this  chapter: 

(1)  All  public  utility  corporations  are  subject  to  state 
franchise  taxes:  (a)  In  the  case  of  steam  railroads,  other 
transportation  companies  (except  elevated  or  surface  raO- 
roads  not  operated  hj  steam)  and  telegraph  and  telephone 
companies,  the  general-franchise  tax  is  based  upon  the 
capital  stock  (par  value)  of  the  corporation,  at  variable" 
rates,  depending  upon  the  dividend  rate,  the  relation  of 
assets  to  liabilities,  and  the  average  market  price  of  the 
sto<^.  (b)  Elevated  and  surface  railroads  not  operated  by 
steam  pay  1  per  cent  of  their  gross  earnings  from  all  sources 
within  the  State  and  3  per  cent  upon  the  amount  of  divi- 
dends in  excess  of  4  per  cent  upon  the  actual  ^amount  of 
paid-up  capital,  (c)  Water,  gas,  and  electric  companies  are 
similarly  taxed  at  one-half  of  1  per  cent  on  gross  earnings 
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from  all  sources  within  the  State  and  3  per  cent  upon  divi- 
dends in  excess  of  1  per  cent 

(2)  Steam  railroads,  other  transportation  eorporations 
(except  elevated  or  surface  railroads  not  operated  by  steam> 
and  telegraph  and  telephone  corporations  are  subject  also  to 
the  additional-franchise  tax.  This  is  a  tax  of  one-half  of  1 
per  cent  of  gross  intra-state  earnings  (be^nning  and  termi- 
nating within  the  State). 

(3)  The  special-franchise  tax  is  imposed  upon  all  public- 
utility  corporations.  It  is  a  property  tax  upon  the  value  of 
the  right  to  occupation  and  use  of  the  streets,  fairways, 
public  places,  or  public  waters  of  the  State.  The  value  of 
tangible  property  situated  upon  such  streets,  highways,  etc., 
is  included.  The  State  Tax  C(Hiunission  determines  annu- 
ally the  value  of  special  franchisee  subject  to  assessment  in 
each  city,  town  or  village.  Upon  these  values,  as  finally 
equalized,  the  local  authorities  levy  the  local  property-tax 
rate. 

(4)  Finally  all  public-utility  corporations  are  subject  to 
a  state  tax  on  real  estate,  which,  with  the  exception  of  the 
franchise,  is  locally  assessed,  and  to  the  local  general-prop- 
erty tax  on  real  estate  and  tangible  personal  property  (except 
that  assessed  with  special  franchises). 

Defects  of  the  present  system. —  New  York's  taxation  of  pub- 
lic-utility corporations  is  not  a  unified  system  based  upon  any 
recognized  principle.  It  has  grown  up  historically  by  piecemeal 
l^slation  applied  at  different  times  to  different  classes  of  corpora- 
tions. The  result  violates  nearly  all  the  canons  of  sound  taxatiw. 
.  Lack  op  CEaTAiNTT, —  Certainty  is  one  of  the  most  essentia] 
features  of  a  good  tax  s;^tem.  Certainty  requires  that  a  tax  be 
based  upon  and  measured  by  certain  de&nite  indices,  wbidi  should 
be  matters  of  fact  readily  ascertainable  by  both  the  taxing  officials 
and  the  taxpayer.  Determination  of  the  amount  of  tax  due  from 
any  taxpayer  should  not  be  a  matter  of  personal  jodgmeat.  No 
matter  how  upright  and  efficient  the  taxing  officials,  no  matter  how 
willing  the  taxpayer  to  ctmtribute  his  fair  share,  taxes  based  on 
judgment  and  opinion  are  sure  to  lead  to  inequality  and  suspicion. 
At  the  worst,  the  result  will  he  gross  injustice  and  corruption. 
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Sew  York's  taxation  of  public-utility  eorporations  is  marred  by 
^at  uncertainty.  Tbis  ie  noticeably  true  of  tbe  special-fraiicbise 
ux.  There  «  no  ^itirely  satisfactory  way  of  determining  tbe 
pavise  valne  of  the  special  franchises  to  use  the  public  highways. 
.Stich  determination  ueceBsarily  involves  a  lai;gs  measure  of 
j«ersoua!  judgment.  Givea  exactly  tbe  same  data,  two  experts  of 
©]nal  ability  and  honesty  would  never,  except  by  accident,  arrive 
at  tbe  same  result.  This  situation  is  recognized  by  the 
Tas  Coimnission  in  tbe  methods  for  determining  intangible  fran- 
tbise  valnee  which  it  has  adopted  in  accordance  with  the  so-called 
"  act  earnings  rule  "  as  prescribed  by  tbe  eourte,  i.  e.,  by  capital- 
izing the  profits  of  the  corporation  in  excess  of  a  certain  rate  upon 
the  value  of  tbe  investment.  Tbis  is  prcftjably  the  best  way 
nut  of  -the  difficulty,  but  the  arbitrariness  of  the  method  and  tbe 
uuwrtainty  of  tbe  factors  involved  (in  particular  the  value  of  the 
in^-estment  and  the  rate  of  interest)  aie  strong  testimony  to  the 
impossibility  -of  finding  any  certain  measure  of  intangi'ble  frau- 
<lii<e  values. 

The  tangible  part  of  tbe  special-franchise  tax  presents  scarcely 
less  difficulty.  How  are  the  tracks,  wires,  poles,  conduits,  etc.,  of 
a  ]iib!ic  utility  corporation  to  be  valued?  There  is  difference  of 
'■[•iiiion  as  to  tbe  proper  basis  of  valuation  (cost,  replacement 
Tahie,  etc.,  with  or  without  depreciation)  and  when  a  method  is 
dwiiled  upon,  the  result  itself  is  always  a  matter  of  opinion,  more 
vr  less  trustworthy.  Such  property  is  of  value  only  as  part  of  the 
ttliole  equipment  of  tbe  corp(»ation  as  a  going  concern.  Its 
?<|iarate  valuation  as  a  basis  of  taxation  will  always  involve 
jerious  uncertainty, 

.\s  evidence  of  the  difficulties  which  confront  the  State  Tax 
(^'untmission  in  administering  tbe  special  franchise  tax,  the  fol- 
lowing extract  from  the  Commission's  annual  report  for  1919*  is 
pertinent : 

"  Because  of  unusual  and  what  appeared  to  he  abnormal 
eonditiona  during  the  past  three  years,  increased  cost  of  labor 
and  material,  and  because  of  the  fact  that  most  of  these  pub- 
He  utilities  are  operating  at  a  rate  fixed  before  these  changes 
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in  operating  costs  occurred,  the  computation  of  these  values 
in  many  instances  has  become  exceedingly  difficult  and  com- 
plex, and  the  Commiasion,  believing  that  the  value  of  the 
special  franchise  privilege  ought  not  to  be  subject  to  violent 
fluctuations,  either  up  or  down,  has  deemed  it  fair  as  between 
the  corporations  and  the  public,  to  base  its  computations  upon 
a  condition  shown  by  an  average  period  of  five  years  where 
this  would  produce  fair  valuations.  This  has  been  done  with- 
out committing  the  OommiBsion  to  a  hard  and  fast  rule,  but 
has  been  applied  in  the  exercise  of  its  best  judgment  to  do 
as  far  as  possible  equal  and  exact  justice  in  all  cases." 

AMiat  has  been  said  of  the  special-franchise  tax  applies  also 
to  the  general-property  tax,  especially  to  the  tax  upon  personal 
])rftperty.  As.-e3,>nirnts  are  always  a  matter  of  judsnuciit,  ofteu 
presenting  the  widest  latitude  for  difference  of  opinion.  The 
fatal  uiifci-tainty  of  the  tax  on  personal  propt-rty  is  too  will 
known  to  require  further  explanation  or  emphasis  in  this  report. 

Aebitrabixess. — A  sound  tax  system  will  not  be  arbitrary, 
fxcopt  as  required  I>y  the  necessities  of  effective  admin istratiou. 
Arbitrariness  means  inequality  and  so  defeats  the  rcfjuirenient 
of  justice.  Arbitrariness  is  the  natural  result  of  uncertainty, 
as  has  been  shown  by  the  example  of  the  special  franchise  tax. 
Arbitrariness  may  also  occur  in  the  statute  itself.  The  general- 
franchise  tax  on  steam  railroads  and  certain  other  transporta- 
tion corporations  and  on  telegraph  and  telephone  companies  is 
a  case  in  point.  The  tax  is  based  on  the  par  value  of  the  capital 
stock.  Xow  par  value  may  agree  with  the  real  valne  of  the  capi- 
tal or  it  may  not.  Generally  par  value  is  meaningless  as  an 
index  of  either  the  book  value  or  the  market  value  of  the  invest- 
ment. This  fact  is  recognized  in  the  statute,  where  the  tax  rate 
is  raaile  to  depend  also  upon  the  dividend  rate,  the  relation  be- 
tween assets  and  liabilities,  and  the  market  value  of  the  stock. 
This  is  at  best  a  clumsy  attempt  to  put  meaning  into  the  tax 
on  capital  stock,  to  correct  an  arbitrary  method  by  means  of 
arbitrary  refinements.  The  result  can  scarcely  be  called  a  suc- 
cess from  the  standpoint  of  equitable  taxation. 

The  present  taxes  on  dividends  are  based  on  no  logical  prin- 
ciple.    Corporation  taxes  are  to  be  regarded  either  as  an  impost 
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npon  the  corpcM^tion  as  an  entity  or  aa  a  means  of  indirectly 
taxing  the  Btockholdera.  Moat  of  the  existing  taxes  embody  the 
fonner  idea.  On  the  other  hand,  the  taxes  on  dividends,  which 
form  part  of  the  franchise  taxes  on  electric,  eterated  and  sur- 
face railroads  and  water,  gas,  and  electric  companies,  involve  the 
principle  of  a  tax  npon  the  stockholders.  There  is  no  excuse 
for  a  tax  on  dividends,  if  the  purpose  is  to  tax  the  corporation 
3i  such.  In  that  case  such  a  tax  should  be  imposed  on  all  cor- 
[>orate  profits,  whether  distributed  in  dividends  or  not.  On  the 
■ithcr  hand,  if  the  purpose  is  to  tax  the  stockholders  upon  their 
income  from  investment  in  public-utility  corporations,  the  present 
laxes  on  dividends  are  a  very  crude  device.  The  correct  means  to 
this  end  is  the  individual  income  tax.  TTew  York  now  has  the 
individual  income  tax  and  there  is  no  longer  any  excuse  for  the 
t-ollection  of  taxes  on  corporations  based  on  dividends  declared  or 
paid. 

Lack  of  Simplicitv. —  An  important  feature  of  a  good  tax 
*v#tem  is  simplicity.  The  extraordinary  complexity  of  the  New 
York  tax  on  public  utility  corporations  is  obvious  from  the  most 
'iirsory  survey.  It  is  indicated  by  the  mere  abstract  of  the  laws 
riven  above.*     It  is  emphasized  by  the  criticisms  which  have 

■  The  foDowiix  BitrMt  from  the  U*  (pnki  for  itMlf : 

FmdkiH  Tax  04  Corpontient. —  Fa  ue  priviltca  of  «i«rdiiac  Its  cuponto  frmiuhiK*  in  thii 
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'•lb  doQv  of  nrii  unount.    Tbt  mttmm  of  the  uniHint  of  capiuj  itoek  employed  in  Ihi*  MMe 
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■iiUii  thu  aui*  beu  to  the  croH  MWti  nherem-  employed  in  buadneia.  For  purpoae*  of  ttia- 
•■■am,  Ibe  capital  of  a  corporaHon  invaeted  In  the  (took  of  anotber  eorpwation  (hall  tw  deenked  to 
>'  Mela  loeated  vbere  the  phjnlDal  property  representMl  by  auch  atook  ia  located.  It  tbe  divi- 
l^iHi  npon  tbe  camteJ  atock  amount  to  six,  or  more  than  ua  per  centum  upon  tbe  par  Tahia  of 
■be  mpital  atoek,  duiicc  an;  year  endlni  irilh  the  thlrty-Rrat  day  of  October,  the  tai  aball  be  at 
'berate  of  ooe-cruBitflr  of  a  miU  for  each  one  per  centum  of  diTidends made  ordeelarol  upon  the 
Mr  TahK  of  tbe  capital  stoek  duriuff  aaJd  year.  Tf  lucb  divklei^  or  dlvidcnda  amount  to  lees 
'bin  ail  per  eentum  on  tbe  pv  vahie  of  the  capital  atock,  aul 
(1)  The  aieeta  do  not  exceed  the  liabiliUca.  tidualve  at  upita]  itock,  or 
(^  The  ar^ace  priee  at  which  euch  stock  sold  duiins  said  year  did  not  equal  or  exceed  ita  pai 

m'  n  no  dividend  waa  deelared. 

lien  each  dollar  of  the  amount  of  capital  atoek  employed  in  thia  state,  detennlned  m  bereiiibefore 
ptOTided,  ehall  be  taxed  at  tbe  rate  of  three-fouitba  of  one  mill.  If  auch  dividend  or  dividenda 
'n  par  value  ol  the  caj^tal  itoiA,  and 


ixcluaive  of  capital  atock,  by  an  amount  equal  to  or  iieater 
<2)  Tbt  anvaca  ptice  at  whicb  mi  atook  aold  dmini  laid  year  i*  equal  to  or  gnater  than  tbe 

lien  Um  amoont  of  capital  atod,  deteamined  a*  beninbetora  provided  to  be  employed  in  this 
■Ule.  ahaD  be  taxed  at  the  rate  of  one  and  one-bait  milla  on  each  doUar  ot  the  valuation  of  tbe  capital 
Hwk  employed  in  tbia  aUto,  but  aneh  valuation  aball  not  be  leas  than 

<1)  7^  par  value  of  aneb  atook, 

(3)  Tbe  different*  batwean  the  aaaata  and  litblUiiea,  exeluaiva  at  aapilal  atock, 

'31  llie  avenca  price  at  which  neh  atodc  aold  during  aaid  fear. 

U  radi  eeiponuioa,  iaiat4tock  eompuy  or  tasoelatloD  ahall  hava  man  than  one  kind  ot  capital 
■tock.  and  tqmi  OM  of  XMb  klDdi  ot  ttocfc  a  dividend  or  dividend*  amoantin*  to  aix  or  more  than 

"■  ■ -' —  — —  '*- •---  '*- ■---  bean  mada  or  daolarad,  and  upon  the  other  no 
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already  boon  made.  The  general-franchise  tax  upon  steam  rail- 
roads, etc.,  with  its  complicated  system  of  rates  oa  capital  stodi 
varying  eecordii^  to  dividend  rates,  relation  of  asscto  and  liabil- 
ities, and  average  price  of  stock  sold,  fumisliea  a  fine  example 
of  failure  to  secure  simplicity. 

The  complexities  of  the  special-franchise  tax  have  been  ^po&ed 
in  the  criticism  already  made  upon  that  tax. 

The  lack  of  simplicity  in  the  general-property  tax  is  well  known. 
It  arises  in  part  from  the  difficulties  inherent  in  the  assessment  of 
the  complicated  properties  of  the  pulblicrUtiHty  corporations.  In 
part  it  is  the  result  of  local  administration.  A  great  railroad  sys- 
tem or  telegraph  company  is  taxed  on  odd  bits  of  its  tracks  or 
lines  in  hundreds  of  tax  districts.  Its  officers  mast  keep  track  of 
thousands  of  different  assessments  and  thousands  of  different 
levies  at  as  many  different  rates.  It  receives  thousands  of  dif- 
ferent lax  bills  for  amounts  varying  from  thousands  of  doHara 
down  to  a  few  cents.  An  enormous  burden,  quite  in  addition  to 
the  actual  amount  of  its  taxes,  is  thus  placed  upon  the  hirgor  pub- 
lic-utility corporations. 

The  Xow  York  Systran  is  the  result  of  historical  growth.  There 
is  no  logical  necessity  for  such  lack  of  simplicity.  No  tax  ought 
to  be  so  complicated  as  the  {reueral-fraucliise  tax  on  steam  rail- 
roads, etc.  There  is  no  need  of  so  many  different  taxes  or  so  much 
difference  between  the  several  classes  of  corporations.  The  lack  of 
simplicity  is  a  heavy  burden  upon  tlie  taxing  officials.  It  is  a 
burden  and  a  soun'c  of  annoyance  to  the  taxpayei^s.  It  defeat 
equality  and  justice. 

The  Cost  of  Complexity. — There  is  an  important  aspect  of 
complexity  whicli  is  often  overlooked.  The  unnecessary  cost  of 
administering  a  tax  is  a  dead  loss.  In  return  for  taxes  paid  the 
citizens  presumably  receive  governmental  services.    But  it  ia  only 

der-lArcd  upon  tba  capital  atoclc 
hsied  upoD  tha  npital  ttaA 
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the  net  proceeds  of  a  tas  which  enalile  the  government  to  perform 
its  services.  The  burden  of  a  tax  ia  meaaured  hy  the  amaimt  taken 
from  the  taxpayers.  The  benefit  is  measured,  at  best,  by  the  net 
yield  of  the  tax  to  the  govemmfflit.  The  difference  between  these 
amoimts  is  the  cost  of  administration.  A  certain  cost  is  of  course 
TUiavoidable.  But  any  excess  ibove  the  necessary  minimum  is  a 
(lead  loss.  A  century  and  a  half  ago  Adam  Smith,  in  his  now 
famous  maxims  of  taxation,  made  thi«  statement :  "  Every  tax 
onpht  to  be  80  contrived  as  both  to  take  out  and  to  keep  out  of  the 
pockets  of  the  people  as  little  as  possible  over  and  above  what  it 
brings  into  the  public  treasury  of  the  state."*  The  more  compli- 
cated the  tax,  the  greater  is  the  cost  of  administration.  There 
can  be  no  doubt  that  the  simplification  of  the  taxes  on  public-utility 
i-"rporation3  would  materially  reduce  the  dead  loss  of  taxation  in 
Xew  York  and  make  possible  either  increased  service  from  the 
aovcmment  or  a  reduced  burden  on  the  taxpayers. 

The  dead  loss  from  taxation  appears  not  only  in  the  excessive  cost 
to  the  State.  It  is  just  as  tnily  represented  by  the  burden  of  time 
and  expense  imposed  upon  the  taxpayer  in  complying  with  com- 
plicated tax  laws.  The  labor  of  keeping  special  accounts,  of  filling 
ont  complicated  forms,  of  deciding  doubtful  points  in  the  interpre- 
tation of  the  facts  or  of  the  law,  of  contesting  assessments,  etc., 
etc,  necessitates  an  expenditure  for  clerical  foi-ce,  accountants,  tax 
"iperts,  and  attorneys,  which  is  a  very  serious  burden  to  innny 
ffirporations. 

In  order  to  secure  some  indication  of  what  this  means  to  the 
I«iWic  utilities  of  the  State,  the  committee  sent  a  questionnaire  to 
tW  companies  asking  for  an  estimate  of  the  expenses  involved  in 
paying  their  taxes  and  contesting  their  assessments.  The  detailed 
rwTtlts  of  this  inquiry  are  given  in  Part  II  of  this  report.f  It  is 
iifnions  that,  due  to  difficulties  of  accurate  segregation,  the 
expenses  as  reported  contain  a  considerable  margin  of  error.  In 
?j?iieral  it  appears  that,  for  330  out  of  a  total  of  1,628  corporations 
circularized,  the  total  annual  expenses  involved  in  paying  their 
t»iea  aggregated  no  less  than  $250,868.  In  addition  to  this,  98 
companies  reported  an  annual  cost  of  contesting  assessments  of 
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$109,917.    Of  the  total,  $366,785,  48  per  cent  represents  costs  con- 
nected with  the  special-franchise  tax. 

Whatever  can  Ibe  done  to  introduce  simplicity  into  the  tax  sys- 
tem will  reliere  the  taxpayers  of  what  has  become  a  very  materia! 
business  expense  and  will  by  just  so  much  reduce  the  deail  loss 
burden  of  taxation. 

In  conclusion  it  can  be  said  that  the  only  parta  of  the  i)rcsent 
system  which  do  not  possess  in  full  the  faults  of  uncertaiuty.  arbi- 
trariness, and  lack  of  simpUcity  are  the  groes-earnings  taxe^  whieh 
appear  (a)  in  the  additional-franchise  tax  on  steam  railroads,  cer- 
tain other  transportation  corporations,  and  telegraph  and  telephone 
corporations,  and  (b)  in  the  franchise  taxes  on  elevated  and  sur- 
face railroads,  not  operated  by  steam,  and  water,  gas  and  electric 
companies.  These  taxes  are  certain  and  simple.  They  are  not 
altogether  free  from  arbitrariness,  in  that  they  are  not  closely 
re'ated  to  the  tax-paying  ability  of  the  corporations,  which  is  best 
measured  by  net  earnings.  They  are  also  defective  in  being  lim)tC4l 
to  earnings  from  business  or  sources  within  the  state  and  taking 
no  account  of  interstate  business.  This  is  not  a  very  serious 
defect  in  the  case  of  the  greater  part  of  the  electric  elevated  and 
surface  railroads  and  the  water,  gas  and  electric  companies,  most 
of  whose  business  is  in  the  SHate.  In  the  case  of  steam  railroads 
and  telephone  and  telegraph  companies,  however,  it  mciins  that 
New  York  is  by  no  means  reaching  her  fair  share  of  the  total  gros? 
earnings.  The  present  gross-earnings  taxes  are  gocd  so  far  ns  thcv 
go.  They  serve  a  purpose  now  as  supplementary  taxe^.  They  arc 
based  upon  a  principle  which,  when  properly  extended,  and  with 
certain  modifications,  might  furnish  the  basis  for  an  improved 
method  of  taxing  all  public-utility  corporations.* 

Results  of  the  statiattcal  inquiry.—  In  addition  to  the  defects 
of  uncertainty,  arbitrariness  and  complexity,  the  present  taxes  on 
public  utilities  are  found  to  be  grossly  unequal  in  their  applica- 
tion and  in  certain  cases  unreasonably  heavy  in  amount.  Part 
II  of  this  report*  is  devoted  almost  entirely  to  the  pi-esentation 
of  the  results  of  a  statistical  analysis  of  actual  rosu'ts  of  the 
various  complicated  taxes  imposed  on  public  utilities  in  this  State. 
A  completely  accurate  summary  of  these  results  cannot  ho  given 


•  Cf.  infra,  p.  114. 


ih,Coo^^Ic 


108 

m  a  few  n-orda  and  for  a  full  understanding  of  the  basis  of  the 
inquiry  and  the  significance  of  the  ■figures  the  reader  ia  referred 
to  the  test  of  the  study.  Certain  of  the  more  important  findings 
only  may  be  indicated  here. 

In  the  first  place,  the  inyestigation  has  shown  that  there  is 
a  wide  variation  in  the  relative  importance  of  the  different  types 
of  taxes  paid  by  the  piiblic  utility  groups.  The  table  which 
follows  presents  a  comparison  of  the  percentage  distribution  of 
the  taxes  paid  by  the  different  classes  of  public  service  cor- 
porations : 

TABLE    IS 

PeHCESTAOE    DiSTElBDTION     OF     TaSE8    OS     PuBLIC     UTILITIES, 

1918-1920 


Cuu*  or  Utiuit 

Elretric  namya  Oiicludiiia  nbinyt) . . 

Tcleiiliaiw  tai  teKftapb 

G««  Add  «i«tno  flompuuBB ^  -  ^ ,  ^  - 


Total 

gtHUril 

'XS 

^., 

ToUl 

WMUl) 

M.l 

8S.3 

W.3 

10. 

The  most  significant  facta  revealed  by  the  analysis  were  those 
dealing  with  the  actual  burden  of  taxes  in  terms  of  net  income. 
AVhile  this  standard  of  burden  ia  not  entirely  satisfactory  in  all 
respects,  it  seemed  to  be  the  most  suitable  for  the  compariaon 
desired.  In  terms  of  this  standard  the  widest  diacrepancies  were 
revealed,  inequalities  which  were  even  more  pronounced  when 
different  corporations  within  a  given  group  were  compared  than 
when  the  average  figures  for  different  groups  were  considered. 
That  ia,  the  present  system  of  taxing  public  utilities  is  not  only 
unfair  as  between  different  groups  of  utilities,  but  puts  very 
unequal  burdens  upon  competing  corporations  of  the  same  type. 
The  detailed  tables  in  Part  II  present  these  facts  in  detail.  The 
following  aummary,  relating  to  fifty-six  electric  railroad  cor- 
porations, will  serve  aa  an  example  of  the  degree  of  inequality 
prevailing  within  a  typical  group.  The  example  given,  it  should 
Ite  stated,  is  from  a  group  bearing  a  particularly  heavy  tax  burden. 
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TABLE    14 

Eelatios  op  Total  State  and  Local  Taxes  to  Xet  Ixcom 

Electric  Railways  in  Xew  Toek  State 

Bseed  upon  the  averaie  anaiul  Ui  peymente  ind  the  avetace  )iiidu«1  net  insomeduri:.*  i 
period  Ifill'lStO. 


PaioeDtaca  o[  net  income  paid  in  taiea 
Number  payina 

i ^-^ 

Wper    lOapv    aOOp«    MOper 

Numbu'  Number      Leu       cent  Co   cvDl  to    «nt  to    Fent  to 

in       ihowina  thui  90     Wper    MSper    24>per    XWpcr 

d«       deficit    perotnt       cent       cent          cent         cent 

10           3           4           a           1    

»l».>;-r 

a*'- 1." 

c 

Total 

•  Cla«  A  mrp. 
tbBD  1 100,000. 

19         11          4          1          a          1    

se         aa         IS          7          4          1          3           1 

Inequalities  similar  to  those  prevailing  within  this  group, 
though  leas  pronounced,  are  found  in  e\'ery  other  group  of  puhHe- 
service  corporation. 

For  the  purpose  of  comparing  the  burden  of  present  t;ix('> 
upon  different  classes  of  public-service  corporations,  average  ri'l.i- 
tiona  for  each  of  the  chief  classes  have  been  established.  The 
following  table  presents  the  results  of  a  comparison  in  which  the 
total  taxes  paid  by  a  representative  list  of  corporations  of  eacli 
tjpe  have  been  expressed  as  percentages  of  the  total  net  income 
of  the  same  corporations.  This  comparison  relates  only  to  cor- 
porations (qierating  at  a  profit. 

TABLE  15 
Ratio  of  Agqrbqate  State  akd  Local  Taxes  to  Agoeecate 
Net  Income,  Public  Sebvicb  CoEPoaAXiONS  Opbbatkxg 
at  a  Profit. 

Sitb.  'if 

Numbrr  of  as  a 

eorporntiDDa  perrpn'  ^zt 

Cliu  op  Utiutt                                                  included  reliti'ini 

Steam  tsUroade S7  Z7." 

Eleotric  lailwar* 34  41.  t 

Telepbime  and  telegraph 02  19 .  i 

G»»  and  electric OT  83  i> 

That  public  utilities  as  a  group  pay  a  lai^r  percentage  of  their 
net  income  in  taxes  than  any  other  class  of  corporations  doing 
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business  in  the  State  is  cleiir  from  this  compai-isoii.  In  part, 
this  burden  is  heavier  because  of  the  fart  that,  fmin  the  very 
untiire  of  the  services  rendered,  more  real  property  is  employed 
I>y  this  class  of  corporations  than  by  business  corporations  gen- 
trrally.  The  fi^pires  given  indicate,  also,  how  pronounced  are  the 
inequalities  between  the  different  pnblic  utility  groups.  At  one 
extreme  stand  telephone  and  telegraph  companies,  paying  16.2 
i«T  cent  of  thoir  net  income  in  taxes,  while  at  the  other  extreme 
.-rami  the  electric  railways.  Those  included  in  the  sample  studied 
j>iti<l  an  average  of  44.4  per  cent  of  their  net  income  in  taxes, 
ilaoy  of  these  ooupaniee,  boimd  by  a  fixed  low  rate  of  fare, 
lune  been  literally  taxed  into  bankruptcy. 

TABL>:    10 

II.iTio  OF  Agor>;q.ite  Local  Taxes  (Special  Franchise  and 

Ge^eoal  Property,  to  AaoEEOATE  Ket  Iscome 

FMie  Strviet  Corj)oraiioiu  Optraling  al  a  Profit,  I91I-1920 
(Excluding  oorpotatioiw  ihowvig  a  defijiit) 

Ratio  of  BEgreiHUi 
looal  Usn  Mnail 

etil  pruperly)  to 


Ci.ua  or  I'Titrn  tioai  iofliMli 


sr- 


Cb'rtric  UcbtBi  ' 


'..Afiutual) IS  ID. 3 

ToUl^*u>l«laotric 07  30. SO 

Similar  inequalities  are  found  in  the  matter  of  Stiite  taxes, 
Though  the  absolute  amount  of  these  taxes  is  much  smaller. 

Tho  ratio  for  steam  railroads  is  materially  smaller  tlian  that 
f',r  electric  roads,  with  tho  other  two  groups  standing  between 
ib>.-$e  limits. 

Figures  which  have  been  presented  in  the  earlier  pages  of  this 
rqxirt  have  indicated  the  burden  of  state  and  local  taxes  oif 
iiiii III! factu ring  corporations  and  'banking  institutions.  It  is 
"iivious  that,  if  not  income  be  an  appropriate  standard  by  which 
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to  measure  lax  burden,  the  weight  of  taxea  on  public  service  cor- 
porations is  very  much  heavier  than  on  the  other  corporate  ^oups. 
This  difference  is,  in  part,  accounted  for  by  the  relatiTcly  greater 
importance  of  real  property  in  the  operations  of  public  utilities, 
but  inequalities  persist  after  property  taxes  have  been  eliminate)) 
and  the  comparison  is  made  solely  on  the  basis  of  non-property 
taxes.  On  this  latter  basis,  only  steam  railroads  pay  less  than 
the  4.5  per  cent  of  net  income  paid  by  business  corporations. 
Every  other  utility  group  pays  more  in  these  strictly  non-property 
taxes*  than  business  corporations.  The  present  system  of  tajsing 
public  service  corporations  must  be  evaluated  in  the  light  of 
these  facts. 

What  parts  of  the  present  system  may  be  discarded? —  The 
most  significant  feature  of  the  present  situaticm  in  American 
state  and  local  taxation  is  the  breakdown  of  the  time-honorer! 
general-property  tax,  by  which  is  meant  the  ad  valorem  tax  at  n 
uniform  rate  on  all  property,  real  and  personal.  The  State  of 
Xew  York  has  already  recognized  this  situation  and  has  gone 
further  than  perhaps  any  other  state  to  meet  it.*  Some  of  the 
worst  features  of  the  existing  taxes  upon  public-utility  corpora- 
tions are  relics  of  the  old  gCTieral-property  tax. 

The  Special  Fkanchisb  Tas. —  This  is  true  of  the  special- 
franchise  tax.  This  tax  at  one  time  played  a  useful  role.  As  is 
well  known,  it  was  devised  two  decades  agof  in  order  to  correct  a 
defect  in  the  then  existing  statutes  relating  to  the  taxation  of 
public-utility  corporations.  In  New  York  debts  were  deductible 
from  personal  property,  but  not  from  realty.  Certain  corpora- 
tions with  large  bonded  debts  thus  paid  very  little  tax  upon  their 
personal  property.  The  special-franchise  tax  provided  for  the 
valuation  of  corporate  rights  in  the  public  streets,  highways,  etc. 
and  declared  such  property  to  be  real  estate.  It  was  thereafter 
not  possible  to  deduct  debts  from  this  class  of  prt^rty.  A  methoil 
which  was  legitimate  under  the  old  system  of  the  general-property 
tax  is  no  longer  defensible  under  the  changed  ctaiditions  bolh 
fiscal  and  economic.  There  is  perhaps  no  single  element  in  tin' 
whole  system  of  taxation  which  has  given  rise  to  more  vexation 
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than  the  special-franchise  tax,  and  yet  it  has  yielded  such  lat^c 
revenues  that  it  has  been  impossible  thus  far  to  abolish  it.  The 
lime  has  now  come  when  this  entire  tax  should  be  reconsidered. 
The  classification  of  special-franchise  values  as  real  estate 
means  that  these  values  have  been  in  large  measure  pledged  for 
bond  issues  by  the  localities.  The  subtraction  of  these  values 
from  the  local  tax  basis  would  embarrass  many  of  the  localities 
because  of  the  constitutional  restriction  on  local  debts  which  is 
("xpressed  in  terms  of  a  percentage  of  taxable  real-estate  values. 
If  the  yield  of  a  reorganized  tax  on  public-utilities  is  divided 
equitably  with  the  localities,  the  tax  law  would  involve  no  real 
diminution  in  the  resources  lying  back  of  the  bonds.  The  rigid 
form  of  this  constitutional  debt  limitation  is  the  chief  technical 
bar  to  an  immediate  and  complete  reform  of  public-utility  taxa- 
tion, and  the  Committee  recommends  that  a  constitutional  amend- 
ment be  submitted,  not  increasing  the  debt  limit  by  a  set  per- 
centage, but  providing  that  the  taxation  of  public  utilities  under 
an  improved  state  system,  in  the  yield  of  luhidi  the  localities  wiU 
share,  shall  not  operate  to  diminish  the  borrowing  power  of  the 
localities.  When  this  difficulty  is  removed  the  conmiittee  believes 
that  the  special-frandiise  tax  should  be  entirely  abandoned. 

The  State  Fbaxchise  Taxes. —  The  State  franchise  taxes  do 
not  deserve  a  place  in  a  reorganized  system  of  public-utility  taxes. 
The  defects  of  the  general-franchise  tax  on  steam  railroads,  other 
transportation  corporations  (except  elevated  or  surface  railroads 
not  operated  by  steam),  and  telegraph  and  telephone  corporations 
have  been  pointed  out.  The  tax  is  uncertain,  arbitrary  and  com- 
plicated. A  better  method  of  taxing  these  corporations  can  cer- 
tainly be  devised.  The  tax  on  dividends,  which  is  included  in  the 
franchise  tax  on  electric  elevated  and  surface  railroads  and  water, 
fras,  and  electric  companies,  has  likewise  been  shown  to  be  faulty. 
It  can  no  longer  be  defended  as  a  means  of  taxing  the  stockholders 
upon  their  dividend  income.  As  a  means  of  taxing  the  corpora- 
tions it  is  clumsy  and  inequitable  and  should  give  place  to  a  better 
method.  The  gross^amings  taxes,  in  their  present  form,  could 
•scarcely  stand  alone  after  the  abolition  of  the  other  parts  of  the 
franchise  tax.     If  the  principle  of  the  gross-earnings  tax  is  to  be 
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coutiuucd  it  should  bo  ns  the  basis  of  a  broad  tax  applying  t  ■ 
the  State's  share  of  iiiterstatc  business  as  well  as  to  purely  at;;t  ■ 
biisiiiess  and  applying  to  all  public  utility  corporations. 

The  Tax  on  Taxoiiii.e  Peksonalty. —  Xew  York  has  i-eeeinl  v 
doiie  away  with  the  vexations  and  inequitable  tax  on  iutan^ibb- 
porsonalty,  thereby  romoviiig  the  worst  featiirc  of  the  gciierji' 
property  tax.  There  remain,  however,  certain  kinds  of  tna^ibk- 
personal  property  whose  taxation  is  only  less  futile  than  thjir 
of  intangibles.  This  is  generally  true  of  the  tangible  personiil 
propjrty  of  the  pnblic-utility  corporations.  The  value  of  sucli 
proi^rty  has  little  relation  to  the  ability  of  the  corporation  to  pay- 
taxes.  The  assessment  of  such  pi-opcrty  involves  nil  the  evils  of 
uncertainty,  arbitrariness,  and  lack  of  simplicity  which  have  been 
pointed  out.  With  the  adoption  of  a  sound  general  Imsis  for  tbe 
taxation  of  public-utility  corporations,  the  necessity  of  any  tnx 
iijMin  their  personitl  property  will  disappear.  Such  taxation  may 
then  be  abandoned,  to  the  immeasurable  advantage  of  all  parties 
concerned. 

The  Tax  ox  Real  Estate.—  There  ought  to  be  left  to  th«; 
localities  the  income  from  the  tax  on  the  real  estate  of  puiblie  utili- 
ties. What  should  Ix;  inclnded  under  the  term  real  estate  should 
be  carefully  considered.  Certainly  non-operative  real  estate  ought 
to  be  taxed  as  other  real  estate  and  probably  the  operative  real 
optate  (strictly  defined)  as  well.  To  define  real  estate  is  by  no 
means  easy.  However  it  is  proper  here  to  call  attention  to  tbe 
way  in  which  the  definition  of  real  estate  has  been  broadened  by 
piLst  legislation  so  as  to  include  certain  cl'asses  of  property  of  pul>- 
lic  utility  corporations  which  would  appear  to  be  more  correct'y 
classified  as  personal  property.  A  revision  of  the  definition  of  renl 
estate,  bringing  it  nearer  to  its  former  content,  would  be  conduc- 
ive to  better  taxation  of  that  which  undoubtedly  is  real  estate. 

There  are  very  good  reasons  in  the  cases  of  many  t\"pes  of 
utility  real'  estate  why  the  real  estate  should  be  assessed  by  somo 
central  authority  which  would  di.stribute  to  the  localities  the  Talu- 
ation  of  the  projx'rty,  arrived  at  as  a  unit.  Some  modification  of 
the  "  unit  system  "  is  logically  necessary,  a  modifieatinn  which 
would  stress  the  alternative  use  test  and  not  attempt  to  value  the 
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rt?a!  e;3tatc  ou  the  basis  of  the  profits  of  the  company.  A  method* 
li  suggested  by  the  success  of  the  plan  now  in  operation  wherehy 
tiie  State  Tax  Commission  provides  professional'  engineering 
;:s:-istance  to  local  assessors  in  arriving  at  the  values  of  certain 
•.vjtea  of  manufacturing  p'ants.  It  is  possible  that  the  desired  end 
might  be  obtained  if  the  Tax  <'ommission  were  to  be  empowered 
;i!id  directed  to  vahie  such  properties  as  the  real  estate  in  the  right 
■if  way  of  railways  and  to  recommend  to  the  localities  the  adoption 
:-£  the  values  so  determined,  as  the  local  assessed  values.  It  is 
^iniost  certain  that  these  "  recoramended  "  values  would  commend 
rbeinselves  to  the  local  assessors.  The  ('ommittee  recommends 
ihat  /ft«  Tax  Commission  be  supplied  with  a  small  force  of  shUled 
'ntfineera  which  wUl  enable  it  to  recommend  tli^  values  at  which 
'lie  property  of  public  uiiHties  shall  he  assessed. 

Conclusion. —  In  conclusion  it  appears  advisable  (1)  to  aban- 
Jiiu  the  state  franchise  tax,  including  the  additional-franchise  tax 
•ja  steam  railroad,  certain  other  transportation  companies,  and 
T.lt^raph  and  telephone  companies,  retaining,  under  one  alter- 
native, only  the  gross  receipts  tax  in  an  altered  fopn;  (2)  to  find 
i  ^betitute  for  the  speeial  franchise  tax;  and  (3)  to  simplify 
■.'u>  general  property  tax  by  (a)  refining  the  definition  of  real 
I'^ate,  (b)  giving  up  the  taxation  o£  tangible  pei-sonal  property, 
ami  (e)  providing  for  technical  assistance  in  arriving  at  the  values 
of  specialized  t^-pes  of  real  estate. 

A  plan  for  the  taxation  of  public  utilities.—  It  appeal's  from 
ilie  results  of  the  statistical  inquiry  that  the  public-service  cor- 
{lorations  as  a  whole  are  certainly  contributing  no  less  than  their 
fill!  share  of  the  cost  of  government  as  compared  with  other  classes 
of  corporations.  Indeed,  when  measured  on  the  basis  of  net  earn- 
■iijis,  each  group  of  public-utility  corporations  except  the  steam 
failroads  appears  to  be  paying  much  more  than  its  share.  The 
nt-eds  of  the  state  and  the  local  bodies,  however,  are  such  that  it  is 
<]Uestionable  how  much  immediate  relief  can  be  extended  by  way 
"f  reduction  in  the  amount  of  revenue  collected  from  the  public- 
utility  corx>orations.  J[uch  depends,  of  course,  upon  what  dis- 
position the  Legislature  makes  of  the  other  recommendations  of 
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this  Committee.  As  a  further  complication,  tbe  {■ontiiiiiaiice,  for 
the  present,  of  the  special  franchise  tax  imposes  a  limit  upon  tlie 
amount  of  the  reduction  which  «an  be  given  at  this  time.  In  tlie 
previous  section  it  lias  been  proposed  to  give  up  certain  taxes  now 
imixwed  upon  these  corporationa.  It  is  necessars',  therefore,  to 
find  a  substitute  capable  of  vieMing,  if  necessary,  approximately 
as  much  income  as  would  be  lost  on  account  of  the  changes  whieli 
have  been  recommended. 

General  Coxsideb-^^tioxs. —  A  new  tax  on  public  utilities 
should,  of  course,  avoid  so  far  as  possible,  the  defects  of  tlit' 
present  taxes  as  already  pointed  out.  It  should  be  certain  and  not 
unnecessarily  arbitrarj-.  It  should  be  simple.  It  should,  if  pos- 
sible, apply  to  all  classes  of  public-utility  corporations.  It  should 
approach  as  nearly  as  possible  to  equality  and  justice  as  between 
different  classes  of  corporation  and  the  members  of  each  class. 

There  exist  wide  differences  of  cpinion  as  to  what  constitute 
equality  and  justice  in  the  taxation  of  public  utilities.  What  is 
equitable  under  one  set  of  conditions  becomes  inequitable  whew 
the  conditions  change.  Certainly  the  conditions  surrounding  the 
public  utilities  have  changed  ven,-  radically  since  the  closing 
years  of  the  nineteenth  century.  But  public  opinion  today  is 
still  based,  to  a  great  extent,  upon  the  assumption  that  the  old 
conditions  still  obtain.  Before  a  completely  satisfactori;'  solution 
of  the  problem  can  be  reached  there  must  be  a  much  more  general 
appreciation  of  the  part  which  taxation  should  play  \inder  the 
conditions  now  present. 

The  Committee  believes  that  the  time  has  come  when  the  «ln>lc 
question  of  public  utility  taxation  must  be  reconsidered  in  the 
light  of  the  changed  conditions  with  respect  to  the  public  control 
of  rates  of  charge.  It  is  evident  that  the  State  lias  been  using 
the  public  utilities  to  a  considerable  extent  as  tax  collectors,  im- 
posing upon  them  obligaticns  which  in  many  cases  are  justlfieil 
only  upon  the  assumption  that  tho  extra  burden  can  be  passcil 
on  in  higher  charges  to  certain  particular  sections  of  the  consum- 
ing public.  Some  can  pass  it  and  some  cannot.  Even  in  the  case 
of  those  which  can  pass  it  on,  the  question  arises  as  to  the  equity 
of  laying  taxes  in  proportion  to  tho  use  of  public  utilities. 
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Something  may  perhaps  be  said  for  the  use  of  heavy  public- 
utility  taxes  as  a  method  of  difFusiug  widely  the  tax  burden  but 
there  are  better  methods  of  accomplishing  this  end.  In  the 
opinion  of  the  Committee  sudi  taxes  should  play  a  very  small 
part  in  the  future  of  the  tax  system  of  this  State,  in  case  the 
present  system  of  ccntrolled  rates  proves  to  be  effective  and  is 
continued.  Public  control  of  rates  conditions  the  problem  in  a 
fundamental  manner.  The  true  function  of  a  public-atility  tax 
under  these  circumstances  is  to  supplement  rate  regulatiou.  It 
should  be  so  designed  that,  in  cases  where  several  companies 
'>]K'rate  under  the  same  controlled  rate,  as  much  as  possible  is 
recouped  for  the  State  from  the  profits  of  the  companies  which 
are  so  favorably  circumstanced  as  to  l)e  able  to  earn  more  than  a 
fair  return.  It  should  be  so  arranged,  also,  as  to  bring  back  into 
the  public  coffers  in  the  case  of  all  companies  as  large  a  share  as 
[•oi^sible  of  the  profits  arising  from  the  necessarv"  inexactness  ol 
the  rate  fixing  process.  It  appears  to  the  Committee  that  public 
utilities  may  always  properly  be  taxed  on  thrir  real  estate  nar- 
rowly defined.  Such  a  tax  partakes  somewhat  of  the  character 
of  a  reimbursement  to  the  locality  for  scr\'ices  rendered  such  as 
jirotcction  of  the  property,*  The  additional  tax  which  would 
niiisi  closely  fit  the  case  would  be  a  tax  on  pure  economic 
[irotiti.  This  would  l)c  levied  on  net  ■  income  defined  so 
as  to  permit  the  deduction  of  a  sum  equal  to  a  fair  rettirn  upon 
all  the  money  invested  whether  borrowed  or  not.  In  other  words, 
it  seems  to  the  Committee  that  if  controlled  rates  are  to  be  con- 
tiimt'il,  the  poople  of  the  State  should  reconcile  themselves  to  an 
entirely  different  conception  of  what  is  equitable  in  the  taxation 
»£  utilities.  One  of  the  Committee's  tentative  conclusions  is  that 
tile  ultimate  program  toward  which  the  State  must  strive  should 
include  a  tax  on  real-estate,  narrowly  defined,  and  a  tax  on  pure 
economic  profit.  The  Committee  is  not  convinced  that  it  should 
(iiiiiain  any  other  elements. 

Practice  in  Othek  States. —  The  practice  of  the  various 
■■'tates  in  taxation  of  puiblic-utility  corporations  shows  a  variety  of 
methods,  used  singly  and  in  combinations.  There  is  elsewhere 
ill  this  reportf,  a  digest  of  the  laws  of  each  of  the  states.     Of 
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the  methods  used,  three  are  of  sufiicient  impoi'tance  to  deserve 
special  coDBideration.  These  are  (1)  the  ad  valorem  or  property 
basis,.  (2)  the  capitalization  basis  and  (3)  the  earuinga  basis. 

(1)  Under  the  ad-valorem  basis  the  tax  is  imposed  npoa  tbe 
value  o£  tiie  property  of  the  corporation-  This  was  the  orifriiuii 
method  of  taxing  corporattoDs  under  the  general-property  tax. 
In  the  beginning,  the  valuation  was  made  and  the  tax  impoeeil 
by  the  loeal  bodies  in  exactly  the  same  way  as  for  natural  pei> 
sons.  This  crude  method  has  now  been  generally  abandoned.  As 
employed  in  progressive  states  today,  the  ad-vaiorem.  method  in- 
volves a  more  or  less  expert  valuation  of  the  property  of  tlie 
corporation  as  a  whok,  made  by  a  state  board  or  officer,  generally 
followed  by  apportionment  of  the  taxable  value  thus  determiued 
among  the  local  taxing  districts.  In  determining  the  value  of 
the  corporation's  property,  a  variety  of  evidence  is  used.  It  is 
safe  to  say  that  at  present  the  moat  weight  is  given  to  the  eamiiig- 
capacity  of  the  corporation;  in  other  words,  the  value  of  the 
property  is  determined  primarily  by  capitalizing  the  corporation's 
net  earnings. 

The  ad-valorem  basis  is  the  one  most  widely  nsed.  About  half 
of  the  states  rely  on  it  exclusively  for  the  taxation  of  railroads. 
Nearly  as  many  use  it  as  tbe  exclusive  tax  for  telephone  and 
telegraph  companies.  About  a  dozen  states  use  it  as  the  only 
method  of  taxing  street  railways  and  water,  gas,  and  electric  eom- 
panies.  Ad  valorem  taxes  are  nsed  in  connection  with  other 
methods  in  many  other  states, 

(2)  The  capitalization  basis  involves  the  imposition  of  a  tax 
upon  the  value  of  the  securities  of  the  corporation.  This  some- 
times includes  only  the  value  of  the  stock;  in  other  cases,  and 
more  correctly,  the  value  of  both  stock  and  bonds  is  used.  It  is 
safe  to  say  that  this  basis  has  generally  proved  unsatisfactory, 
and  is  today  of  declining  importance.  Only  three  or  four  states 
rely  upon  this  method  alone  for  the  taxation  of  one  or  more  of 
the  classes  of  public-utility  corporations.  About  half  a  dozen 
states  use  this  in  connection  with  other  methods. 

(3)  !N'ext  to  the  ad-vaiorem  basis,  the  earnings  basis  is  the 
one  in  widest  use.  The  amount  of  the  tax  is  stated  as  a  certain 
percentage  of  the  earnings.    The  rate  of  the  tax  is  generally  fixed 
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n-ith  the  idea  of  making  the  tax  correspond  at  leaat  roughly  with 
•lie  burden  o£  the  property  tax  on  taxpajera  generally.  The  rate 
is  apt  to  be  differeut  for  different  classes  of  corporations.  The 
t^amingB  tax  is  almost  always  based  on  gi-oas  earnings.  Only  two 
states  DOW  make  use  of  the  net-earnings  basis.  The  gross-«aming3 
basis  is  used  for  the  taxation  of  railroads  in  11  states,  for  street 
railways  iu  12  states,  for  telephone  and  telegraph  companies  ifi. 
li  or  15  states,  and  for  water,  gas,  and  electric  companies  in  a 
dozen  states.  In  more  than  half  of  these  states  the  gross-earnings 
lax  is  the  exclusive  state  tax. 

Comparison  of  Possible  Bases— If  the  State  of  New  York  is 
to  adopt  a  single,  unified  method  of  taxing  puMic  utility  coi"pora- 
tions,  the  choice  will  doubtless  lie  between  the  ad-vaUrem  basis 
and  the  earnings  basis.  In  spite  of  the  use  of  the  ad-valorem  basis 
by  the  majority  of  the  states,  this  method  is  subject  to  veiy  serious 
ubjections.  AVhatever  the  process  employed  for  obtaining  the  value 
of  the  corporation's  property,  the  operation  is  difficult  and  ex- 
pensive. To  be  properly  perform.ed,  it  requires  a  large  staff  of 
experts  familiar  with  the  technical  details  of  the  business  of  the 
corporations  involved.  At  the  best,  the  element  of  personal 
judgment  must  always  enter  to  a  large  degree. 

There  are  also  serious  theoretical  questions  involved,  first,  as 
to  the  valuation  of  the  physical  properties,  and  secondly,  as  to 
the  nae  to  be  made  of  the  facts  regarding  financial  condition, 
earnings,  etc. 

Another  objection  is  the  rigidity  which  generally  attends  the 
iiA-valorem  method.  Valuations  when  once  made  are  apt  to  re- 
main for  years  without  serious  revision.  This  is  partly  due  to  the 
enormous  difficulty  and  expense  of  a  thorough-going  valuation. 

Finally,  the  fact  remains  that  the  value  of  property  alone  is 
not  a  true  measut©  of  a  corporation's  worth  or  of  the  taxes  it 
diould  pay.  The  thing  that  really  gives  worth  to  a  corporation 
is  its  earning  power.  It  is  significant  that  so  many  of  the  states 
^ich  rely  upon  the  ad-vaiorem  basis  have  found  it  necessary 
to  take  account  of  earnings  in  arriving  at  the  value  of  the  cor- 
pontitHi's  property. 

The  ad'Balorem  basis  lacks  simplicity.  It  is  apt  to  become 
arWtrary,     Its  administration  is  difficult  and  expensive.     It  is 
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not  an  accurate  measure  of  the  obligation  or  ability  to  pay  taxos. 
It  does  not  sueeeod  in  placing  the  burden  of  taxation  equitably. 

The  tax  on  earnings  is  strong  at  the  points  where  the  ad-valorem 
basis  is  weak.  The  earnings  of  a  corporation  are  the  real  basi? 
of  its  worth  and  its  taxpaying  ability.  The  earnings  tax  involves 
the  fewest  theoretical  difficulties  and  is  simple  and  inexpenaive 
to  administer.  Earnings  are  a  matter  of  fact,  about  which  there 
will  gencrnHy  not  be  disngrecment.  The  determination  of  net 
earnings  does  involve  certain  valuations  but  in  genera!  the  ele- 
ment of  personal  judgment  is  relatively  small  as  compared  witu 
the  property  tax.  The  earnings  tax  is  simple  and  clear,  it  usii- 
ully  fluctuates  with  the  prosperity  of  the  taxpaying  corporal  ion  ;=. 
and  it  is  generally  equitable  between  corporations. 

The  outstanding  facts  in  recent  tax  history  are  the  concentra- 
tion of  public  opinion  in  favor  of  taxes  upon  incomes  or  earnings 
and  the  rapid  development  of  such  taxes.  In  legislation  the  fe^l- 
cral  government  has  taken  the  lead  in  taxing  corporate  and  indi- 
"  vidual  incomes.  Several  states,  notably  California,  Minnesuttt. 
1  and  Connecticut  have  led  the  way  in  the  taxation  of  public  util- 
ity corporations  on  the  basis  of  gross  earnings.  A  number  of 
states,  among  whom  Xew  York  is  a  leader,  have  made  progre:;^ 
in  the  successful  taxation  of  individual  incomes  and  the  net  in- 
comes of  bnsincss  corporations.  The  present  tendency  is  withoiir 
doubt  in  the  direction  of  income  and  earnings  taxes,  which  con- 
firms the  conclusion  in  favor  of  the  earnings  basis  for  the  taxa- 
tion of  the  public-utility  corporations. 

The  next  question  has  to  do  with  the  relative  merits  of  net 
earnings  and  gross  earnings  as  the  bafis  of  the  tax.  The  situa- 
rion  may  be  summarized  briefly,  as  follows:  Not  earnings  are 
liie  fairest  and  most  acciirate  measure  of  the  ability  to  pay  taxe^s. 
an  important  advantage  of  this  basis.  On  the  other  hand  the 
gross  earnings  basis  has  the  advantage  of  greater  certainty  and 
simplicity.  Gross  earnings  are  a  matter  of  fact,  clearly  shown  on 
the  books,  about  which  there  will  seldom  be  difference  of  opinion. 
Determination  of  net  earnings  requires  the  deduction  of  a  grea! 
variety  of  expenses,  involving  some  exercise  of  judgment  and  the 
possibility  of  disagreement  and  evasion.    Ten  years  ago  this  argn- 
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ment  was  generally  decisive  io  favor  or  the  groas  earnings  basis. 
J  odav  it  is  not  so  strong.  Under  tbe  compnlsion  of  the  federal 
income  tax,  those  public-utility  corporations  whose  accounts  were 
not  already  prescribed  by  the  Interstate  Commerce  Commission 
have  been  led  to  put  their  accounting  systems  into  order.  Since 
the  federal  returns  of  these  corporations  are  subject  to  inspection 
by  the  officers  of  any  state  imposing  an  income  tax  upon  them, 
there  would  appear  now  to  be  much  less  practical  difficulty  in  the 
way  of  the  tax  on  net  earnings  than  formerly,  though  the  advan- 
tage of  extreme  simplicity  still  remains  with  the  gross  earnings 
basts. 

The  decision  between  the  two  bases  really  rests  upon  a  more 
fundamental  question  as  to  the  theory  of  the  corporation  tax.  Is 
the  obligation  to  contribute  to  the  support  of  the  state  to  be  lim- 
ited to  those  corporations  that  make  profits?  If  so,  the  net  earn- 
ings tax  is  indicated.  On  the  other  hand,  if  it  is  intended  that 
the  corporations  shall  contribute  whether  they  make  profits  or 
not,  if  taxes  are  to  be  regarded  as  one  of  the  necessary  costs  of 
business,  the  gross  earnings  tax  is  the  proper  method.  Obviously 
the  government  must  function,  in  years  when  business  is  poor 
as  well  as  in  years  of  prosperity.  If  certain  sources  of  revenue 
decline  or  fail,  other  sources  must  make  good  the  loss. 

Taxes  may  be  classified  into  two  groups:  (1)  Those  which  are 
paid  only  out  of  profits  or  net  income,  such  as  the  individual  in- 
come tax  and  the  tax  on  business  corporation  (which  are  already 
on  the  net  earnings  basis),  and  (2)  those  which  continue  with  fair 
ri^larity  regardless  of  profits  or  which  may  even  be  increased  in 
years  of  business  depression  to  make  good  the  losses  from  other 
sources ;  the  only  important  example  (aside  from  the  gross  earn- 
ings tax  on  corporations)  bring  the  property  tax.  The  question  is : 
Into  which  class  shall  the  tax  on  public  utility  corporations  be 
put?  It  is  not  a  question  of  justice.  All  individuals  pay  the  in- 
come tax  on  incomes  from  (approximately)  all  sources.  All  real 
estate  owners  (including  corporations)  pay  the  real  estate  tax. 
The  corporation  tax  is  an  additional  tax,  to  be  justified  as  a  busi- 
nciE  tax.     The  choice  between  gross  earnings  and  liet  earning?  in- 
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volvca  110  question  of  ju^rtice.  provided  there  is  no  inequitaWe  di-?- 
oriminatioii  between  dnsaes  of  aiibjocts. 

The  real  question  ia  the  practical  one  of  how  far  the  State  can 
safely  go  in  narrowing  the  basis  of  taxes  upon  which  it  can  rei>' 
for  a  regular  income,  regardless  of  fluctuatioiis  in  bnsineas  pr"^- 
jierity.  There  ia  a  strong  tendency  in  this  direction.  The  gen- 
eral-proj>erty  tax  has  become  practically  a  tax  on  real  estate  on'y. 
The  center  of  gravity  of  the  revemie  ^^"^tcnl  is  rapidly  moving  ta 
the  side  of  net  income  and  net  earnings  taxes.  There  is  danger 
that  the  State  may  find  itself  dependent  upon  an  irregular  in- 
come, too  great  in  some  years  and  insufficient  in  other?,  ami  that 
tlie  property  tax  may  not  be  elastic  enough  to  stand  the  strain 
of  the  lean  years.  The  situation  can  be  met  in  paxt  by  the  dCT-itv* 
of  averaging  the  net  incmne  us  recommended  above  in  the  case  of 
hanks.*  It  is  this  consideration  that  dictates  caution  in  going 
over  completely  to  the  net  earnings  basis.  It  ia  clear  that  in 
spite  of  tho  attractions  of  the  proposal  to  bring  all  corporation 
taxes  into  liarmouy  with  the  present  tax  on  business  corporations 
a  certain  amount  of  caution  is  desirable. 

Gho9S-ket  Tax  Ehcommesded. — Taking  into  consideration  all 
the  circumstances,  the  committee  believes  that  it  is  wise  to  recom- 
mend, as  an  immediate  step,  the  adoption  of  a  tax  on  yuhlic  utili- 
ties  baeed  on  the  elements  of  both  gross  and  net  income,  which 
will  replace  the  present  series  of  stale  ta.res  and  be  ariiculaiefJ 
with  the  special  franchise  tax  so  long  as  it  remains  in  existence, 
replacing  it  entirely  after  the  passage  of  the  proposed  constitu- 
tional amendment.^ 

Such  a  tax  would  possess  the  advantages  of  certainty,  simplicity 
and  equity.  It  offers  a  method  of  insuring  a  permanent,  stable 
revenue  as  well  as  a  means  of  weighting  the  burden  against  the 
more  prosperous  companies. 

The  precise  form  of:^  gross-net  tax  which  the  committee  con- 
aiders  best  suited  to  the  situation  is  one  which  imposes  a  varj-in;; 
rate  on  gross  earnings,  the  variation  in  rate  depending  upon  the 
relationship  of  net  to  gross,  the  companies  paying  higher,  taxes 
as  their  profits  increase  and  lower  taxes  as  they  decline. 


•  Sajm.  p.  OO. 
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I^fiLATIOXSHIP  OF  PltOPOSEU  GrOHS-^ET  TaS  TO  SpKCIAI.-FKAK- 

c  I3I6E  Tax. —  For  leaaone  esplaioeJ  above  it  is  impossible  to 
Abolish  tlie  special-fraDchise  tax  at  oiico.*  Tlie  practical  effect  of 
ibis  is  tbat  immediate  relief  to  any  company,  under  any  plaii 
vrJiich  tbe  Committee  may  devise  is  limited  to  the  amoiiiit  of  tbe 
taxes  which  it  pays  at  pieseut  in  excess  of  the  amount  of  its  special 
franchise  tax.  In  order  that  the  process  of  equalization  as  between 
t-ompanies  l»e  earried  as  far  as  jwssible  at  once  the  Committee 
suggests  that  the  rates  of  the  gi-oes-net  tax  be  made  sufficiently 
iii^  to  produce  the  total  amount  desired  from  the  utility  and  that 
aii_y  payments  made  to  tbe  localities  on  account  of  apecial-fran- 
eliise  taxes  paid  be  offset  against  the  gross-net  tas  due  tlie  State. 
Thus  a  company  whose  special-franchise  tax  exceeded  the  amount 
of  its  gross-net  tax  would  be  called  upon  to  pay  nothing  to  the 
Ntate,  and  a  company  whose  6i>eci a  1- franchise  tax  amounted  to 
less  than  the  groas-net  tax  would  pay  to  tlie  State  the  amount  of 
the  excess  only, 

Xn  additional  advantage  of  this  ^xlau  ie  tbat  it  solves,  during 
the  period  of  the  continuance  of  the  special-franchise  tax,  tJie 
n-nublesome  problem  of  the  division  of  the  yield  of  the  tax  between 
^tate  and  the  localities.  The  localities  would  continue  to  receive 
precisely  the  taxes  they  are  now  receiving.f 

DeBnitton  of  gross  and  net  income. —  The  Committee  sug- 
gest that  gross  earnings  be  defined  as  all  receijits  from  the 
(^ration  of  a  public-utility  and  that  net  earnings  be  defined  as 
net  earnings  from  the  operation  of  a  public-utility  a:fter  deduction 
f>f  operating  expenses  and  taxes  assignable  to  ojteration  e.xcept 
epeeial-franchise  taxes  in  this  state  or  the  gi-oss-net  tas  itself. 

The  Committee  has  no  definite  suggeetion  to  make  at  this  time 
concerning  the  treatment  of  non-operating  income  or  concerning 
lie  ^lecial  taxation  of  holding  companies,  "While  it  is  true  that 
the  subsidiaries  of  a  New  York  holding  company  are  taxed  where 
Wated,  it  seema  clear  that  the  holding  company  itself  is  transact- 
ing business  in  Jvew  York  when  it  maintains  a  central  staff  for 
purchasing,  acoounting  and  legal  purposes.  Any  attempt  to  isolate 
the  holding  company  profit  from  the  profits  of  the  subsidiaries  and 
to  allocate  such  holding  company  profits  among  the  various  states 

•  Supm,  pi  07, 
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is  confronted  with  very  serious  difficulties.  There  are  no  pre- 
cedents in  other  states  to  guide  action  here.  It  is  preeminently 
a  New  York  problem.  Careful  consideration  must  be  devoted 
to  it  in  the  immediate  future  for  the  holding  company  device  is 
susceptible  of  use  aa  a  method  of  avoiding  taxes  in  which  net 
income  is  a  factor. 

Illustrative  rates  of  the  proposed  gross-net  tax. —  The  jirecise 
rates  to  be  applied  would  l>e  determined  by  a  number  of  con- 
siderations including  the  financial  necessities  of  government  after 
the  adoption  or  rejection  of  the  committee's  various  recommenda- 
tions and  the  disposition  of  the  Legislature  to  relieve  those  com- 
panies which  are  under  especially  heavy  burdens,  or  to  refrain 
from  continuing  to  use  the  utilities  as  "  tax  collectors,"  The  Com- 
mittee su^^ests  that  the  following  schedule  of  rates  will  yield 
approximately  the  amounts  now  collected  from  the  public-utility 
group  with  a  eonsideraby  improved  result  from  the  point  of  view 
of  equity: 

Every  company  shall  pay  an  annual  tax  which  shall  be  based 
on  gross  earnings  and  which  shall  be  the  percentage  of  gross  earn- 
ings fixed  herein: 

(a)  When  it  has  no  net  earnings  or  its  net  earnings  do  not 
exceed  5  per  cent  of  its  gross  earnings  —  1  per  cent ; 

(b)  When  its  net  earnings  exceed  5  per  cent  of  its  gross  c 
ings  but  do  not  exceed  10  per  cent  — 1*4  per  cent ; 

(e)  When  its  net  earnings  exceed  10  per  cent  of  its  gross  € 
ings  but  do  not  exceed  15  per  cent  —  1^  per  cent ; 

(d)  When  its  net  earnings  exceed  15  per  cent  of  its  gross  earn- 
ings but  do  not  exceed  20  per  cent  —  1%  per  cent ; 

(e)  When  its  net  earnings  exceed  20  per  cent  of  its  gross  earn- 
ings but  do  not  exceed  25  per  cent  —  2  per  cent; 

(f)  ^Tien  its  net  earnings  exceed  25  per  cent  of  its  gross  earn- 
ings but  do  not  exceed  30  per  cent  —  2%  per  cent; 

(g)  When  its  net  earnings  exceed  30  per  cent  of  its  gross  e 
ings  but  do  not  exceed  35  per  cent  —  21^  per  cent; 

(h)  When  its  net  earnings  exceed  35  per  cent  of  its  gross  « 
ings  but  do  not  exceed  40  per  cent  —  2%  per  cent; 

(i)  When  its  net  earnings  exceed  40  per  cent  of  its  gross  earn- 
ings—  3  per  cent. 

Calculations  by  the  staff  of  the  Committee  indicate  that  these 
rates  will  produce  about  $350,000  less  than  the  taxes  collected 
from  public  utilities  at  present.  Kailroads  as  a  group,  which 
were  found  to  be  taxetl  at  a  relatively  low  rate  as  compared  with 
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other  groups,  would  pay  substantially  more  and  all  the  other 
classes  of  public  utilities  would  pay  slightly  less. 

Interstate  apportionment. —  The  taxation  of  corporations  upon 
their  earnings  involves  the  apportionment  to  the  State  of  it* 
proper  share  of  the  earnings  of  those  corporations  which  are 
engaged  in  interstate  business.  This  la  required  1^  common 
jnstice  as  well  as  by  constitutional  restrictions.  There  are  various 
possible  methods  of  apportionment,  some  highly  exact  and  cor- 
respondingly complicated,  others  extremely  simple  though  at  the 
expense  of  a  certain  degree  of  arbitrariness.  Thorough  study  of 
this  subject  by  other,  commissions  and  authorities*  appears  to 
have  demonstrated  that  the  veiy  great  advantages  of  simplicity 
may  be  obtained  without  any  serious  sacrifice  of  equity  by  the 
fldc^tion  of  some  simple,  arbitrary  basis  for  each  class  of  cor- 
porations. 

For  steam  and  electric  railroads  the  most  satisfactory  basis  is 
all-track  mileage.  A  part  of  the  total  earnings  of  each  corpora- 
tion is  apportioned  to  the  State,  the  ratio  of  such  part  to  the 
total  earnings  being  the  same  as  the  ratio  cf  all-track  mileage 
within  the  State  to  total  all-track  mileage  within  and  without  the 
State.  This  is  a  fair  measure  both  of  the  property  and  of  the 
business  properly  to  be  assigned  to  the  State.  For  telegra)>h 
companies  and  long-distance  telephone  companies  the  best  basis 
of  apportionment  appears  to  be  wire  mileage.  For  telephone 
companies  doing  an  exchange  business,  the  number  of  trans- 
mitters (stations)  is  the  obvious  measure.  For  any  other  class 
of  corporations  it  will  not  be  difficult  to  discover  some  simple 
basis  appropriate  to  the  business  of  the  corporations  in  question. 
These  methods  have  been  used  for  years  in  a  number  of  States. 
Thej-  have  proved  simple  and  effective  in  administration,  equi- 
table in  their  restilts,  and  their  constitutionality  has  not  been 
shaken.  Note  the  experience  of  Connecticut  in  the  taxation  of 
telephone  and  telegraph  companies,  express  companies  and  car 
companies  since  1913  and  railroads  and  street  railways  since 
1915. 


■C/.  B*parl  at  CHiuidieul  Sfvch  .Comnitvm  «n  Taaatian  ef  Corptralimit  Pauiito  Taxtt  !it  Ihe 
SMh  1S13:  d»  F.  R.  Furdiild.  "  Th*  Principla  of  Equity  Id  tlw  Tkiatkni  c(  Foniaa  Corpora- 
tiam."     Prvtttdingi  Stemi  Pm-Amtntan  Scidotifit  Congrm,  D«.  ISlS-Jan.,  Ifil6. 
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By  allccatiiig  tJins  to  the  State  its  proper  share  of  earnings,  it 
becomes  possible  to  take  account  of  nil  earnings,  interstate  a? 
well  as  intra-state,  and  thus  to  arrive  at  the  true  moasur©  of  the 
tax-paying  capacity  of  the  corporation. 

The  fore^ing  disciiBsion  of  apportionment  relates,  of  conrso, 
only  to  operating  earnings.* 

Fluctuation  of  revenue. —  Earnings  taxes  have  a  fendency  to 
rtiictuate  according  fo  the  prosperity  or  adversity  of  the  tax- 
]mying  corporations.  This  is  one  of  their  merits  from  the  stand- 
jtoint  of  tho  taxpayer.  Too  great  a  dependence,  however,  on  such 
taxes  might  jeopardize  the  stabiliti.'  of  tlio  revenue  system,  upcu 
wliieli  both  Stat©  and  localities  depend  to  such  an  extent.  The 
use  of  the  gross-net  tax  in  the  form  suggested  above  will  go  far 
to  reduce  fluctuations  in  revenue  but  they  can  \te  still  further 
restricted  by  resorting  to  the  method  of  averaging  the  earning 
discussed  above. f 

The  Taxes  en  ^vate-Car  CompEuuea 

A  subject  which,  while  not  of  great  importance  quantitatively. 
luis  l;een  the  occasion  of  considerable  practical  difficulty  in  this 
State  is  the  proper  taxation  of  private-ear  companies.  Such  com- 
panies exist  in  several  different  forms,  ownership  and  operation 
lieing  <listril>iited  between  organizations  in  a  variety  of  ways, 
making  it  difficult  to  draw  the  line  between  those  companies  which 
may  Itc  properly  classifieil  as  public  utilities  and  those  which  may 
not.  The  Oommiltoe  refrains  from  making  specific  recommenda- 
tions regarding  the  taxation  of  private-car  companies  because  it 
believes  that  the  problem  demands  more  elaborate  study  and  iJi- 
vi't'tigation  than  it  has  been  possible  to  devote  to  it  thus  far.  In 
ficneral,  however,  the  Committee  believes  that  such  companies  a-; 
ai-e  operating  cars  between  fixed  pointe  for  the  accommodation  of 
the  public  are  certainly  to  be  classified  as  public  utilities  and 
subjected  to  the  public-ntUity  taxes.  At  present  operating  private- 
car  companies  are  subject  to  tax  under  section  182  (capital  stock 
tax)  and  section  184  (gross  earnings  tax).  On  the  other  hand 
the  type  of  company  which  owns  private  cars  hut  does  not  opwate 
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them,  ^«Tely  leasing  them  to  others  for  use,  seems  to  the  Com- 
mittee to  fail  properly  within  the  class  of  corporations  subject  to 
taxation  OBtler  section  9a,  the  income  tax  on  business  c<M^ration», 
whene^-er  they  ciin  be  construed  to  be  "doing  business"  in  tins 
state.  This  accords  in  gwieral  with  present  practice,  but  there- 
appears  to  be  need  for  making  the  application  of  section  9a  more 
specific  in  this  respect. 

The  r«al  difficulty  arises  in  connection  with  companies  which 
neither  operate  nor  have  an  office  in  this  State  hut  which  own 
cars,  leased  to  others,  which  are  operated  by  lessees  within  the 
State.  S'ucb  companies  apparently  cannot  be  reaclied  hikUt  sec- 
tion 9a  becaiise  they  are  not  considered  to  be  "  doing  bnsinc-is " 
within  the  State.  It  should  be  possible  to  devise  a  more  satis- 
factory plan  than  that  at  present  in  force  for  taxing  such  com- 
panies on  a  portion  of  the  value  of  their  equipment  allocated  to 
tliis  State  on  some  eqnit»])le  basis  but  there  appears  to  be  sei"ious 
'liiestion  as  to  whether  this  could  be  done  if  the  Committee's  rec- 
■immcndation  regarding  the  total  exemption  of  personal  prop- 
Tty  is  adopted.*  The  yield  from  such  a  tax  would  be  insignificant 
in  any  case. 

The  Franchisa  Tax  on  Income  of  Mercantile  and  Mann- 
factoring  Corporations 

The  rate  of  the  tax. —  The  results  of  the  statistical  invostiga- 
lionf  plainly  show  that  manufacturing  and  mercantile  corpora- 
Hous  are  in  a  relatively  favorable  position  as  compared  with  fin- 
ancial institutions  and  public  utilities.  The  equalization  of  the 
tax  burden  involves  some  relief  to  real  estate  and  to  9i>me  classes 
ii  pabiic  utilities.  The  Committee  believes  that  the  burdens  now 
noting  on  theae  interests  should  be  equa'ized  and  therefore  recmn- 
^'Mndu  an  increase  in  ths  rate  of  the  franchise  tax  applied  to  thp 
net  income  of  husmese  corporations  (Section  9a  of  the  tax  Imv) 
from  four  and  one-half  to  six  per  cetit. 

As  haa  already  been  explained,  it  is  quite  possible  that  the 
State  will  be  unable  to  tax  the  income  of  banks  at  a  higher  rate 
than  that  applied  to  the  income  of  these  mercantile  and  mannfec- 

•  C/,  npn.  p.  4«. 
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turing  companies.  This  will  certainly  be  tru^  if  the  bankers  liave 
their  way  regarding  the  form  of  the  amendment  to  section  5219 
of  the  United  States  Revised  Statutes.*  In  this  case  the  failure 
to  increase  the  rate  of  the  Emerson  Act  would  also  result  in  re- 
lieving the  banks  of  a  substantial  portion  of  the  taxes  which  they 
at  present  pay  —  taxes  which  are  fair  in  amount  and  which 
occasion  no  complaint.  It  should  be  borne  in  mind  a'so  that  a 
reduction  in  the  rate  of  the  real  estate  tax  which  would  be  made 
possible  by  the  increased  rate  of  the  corporation  income  tax 
would  be  in  itself  a  relief  to  businesses  owning  real  estate. 

The  form  of  the  tax.— No  fundamental  change  seems  desir- 
able at  this  time  in  the  form  of  the  tax  on  the  income  of  mer- 
cantile and  manufacturing  corporations.  If  the  implications  of 
one  of  the  recent  decisions  of  the  ^preme  Court  of  the  United 
Statesf  are  carried  out  in  later  decisions  the  State  may  find  the 
"franchise"  character  of  the  tax  an  insufficient  justification  for 
the  present  practice  of  taxing  such  items  as  interest  on  federal 
securities,  but  this  situatiou  has  not  yet  become  urgent.  Several 
relatively  slight  modifications  appear  desirable  at  this  time. 

Deduction  of  net  losses  of  other  taxable  years. — At  present 
the  law  (Section  208-S)  specifically  forbids  the  deduction  of  "  any 
losses  sustained  by  the  corporation  in  other  fiscal  years  whether 
deducted  by  the  government  of  the  United  States  or  not."  In 
the  new  Revenue  Act  of  1921  the  federal  government  takes  a  long 
step  in  the  direction  of  wiping  out  the  hard  and  fast  line  which 
has  in  the  past  been  drawn  between  accounting  periods.  Within 
certain  limitations,  the  new  provision  permits  net  losses  incurred 
in  one  year  to  be  offset  against  profits  realized  in  succeeding  years. 
This  seems  to  the  Committee  to  be  an  eminently  fair  provision  and 
one  which  should  be  carried  over  into  the  State  procedure.  It 
recommends  that  the  net  loss  provision  of  the  Federal  Revenue 
Act  of  1921  be  recognaed  in  arriving  at  the  nef  income  of  cor- 
porations  taxed  under  Section  9a  of  the  State  Tax  Lato.^ 

The  apportionment  of  interstate  income, —  The  present  rule 
of  apportionment  for  dividing  the  net  income  of  corporations 
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iloing  business  in  other  states  as  well  as  in  this  State  has  been  the 
object  of  sharp  criticism,  much  of  which,  in  the  opinion  of  the 
Committee,  is  justified.  The  rule,  now  in  use,  divides  the  income 
oil  the  basis  of  the  relationship  of  the  ralue  of  the  corporation's 
property  in  New  YoA  to  the  value  of  its  property  everywhere, 
ihe  precise  character  of  the  property  entering  into  the  formula 
being  carefully  defined. 

The  proper  allocation  of  inc(»ne  from  interstate  income  is  one 
•i{  the  most  difficult  and  complicated  problems  in  the  whole  field 
')f  State  income  taxation.  It  is,  moreover,  hig^y  important  to 
{he  corporations  that  the  allocation  rules  of  the  various  states 
imposing  income  taxes  be  consistent  and  uniform  in  order  that, 
ill  (he  agigr^ate,  not  more  than  100  per  cent  of  their  income  be 
Mibjected  to  taxation.  It  is  important  that  the  rules  be  just  and 
Gtiuitable  in  order  that  not  more  of  their  income  be  taxed  1^  a 
jtate  which  has  high  income  tax  rates  than  is  properly  attributalble 
to  that  state.  As  the  situation  now  stands  there  is  a  great  lack  of 
uniformity  among  the  rules  of  the  various  states  and  an  obvious 
iack  of  equity.  Thus,  under  the  present  rules,  a  corporation 
iiUQufacturing  an  article  in  Connecticut  and  sel'ing  it  in  North 
Dakota  would  be  taxed  upon  its  entire  net  inccane  in  both  states, 
Connecticut  taxing  it  all  on  the  ground  that  the  true  source  of  the 
income  is  the  factory  and  North  Dakota  taxing  it  all  on  the  theory 
that  the  place  of  sale  determines  the  true  source. 

As  a  practical  matter,  it  is,  of  course,  quite  out  of  the  question 
to  attempt  in  individual  cases  to  trace  responsibilitj-  for  profits  to 
particular  elements  of  a  business  oi^anization  or  to  the  activities 
of  particular  agents  of  the  business  —  to  the  superior  quality  of 
the  equipment  in  the  factory,  for  example,  or  to  the  cleverness 
0^  a  particular  purchasing  agent  or  sales  manager.  Business 
profits  cannot  ordinarily  be  accurately  traced  back  to  their  precise 
soiuces  in  the  organization.  On  the  whole  the  sound  view  to 
take  is  that  the  net  income  is  the  result  of  the  functioning  of  the 
entire  organization.  The  selection  of  merely  one  element  such 
as  property  or  sales  as  a  basis  for  apportioning  net  income  is 
inadequate  because  it  involves  the  assumption  that  this  clement 
alone  is  responsible  for  the  production  of  net  income.     What  is 
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really  B&eded  is  a  compTeheosiTe  formula  which,  includes  all  of 
the  elements  which  contribute  to  the  production  of  the  inciHne. 

Although  it  is  obvious  that  thiB  la  a  problem  which  is  not 
susceptible  of  a  precise  solution,  the  National  Tax  Association  hAs 
considered  it  of  sufficient  importance  to  justify  the  appointment 
of  a  special  committee.  This  eommitfee  has  not  vet  comjjleted  its 
deliberations  but  its  conclusions  on  the  main  issues  involved  con- 
stitute a  most  important  contribution  toward  the  solution  of  the 
(litfieulty.  It  offers  a  plan  of  apportionment  and  a  formula  which 
in  the  course  of  time  may  be  expected  to  become  standard  amoiiij 
the  states  which  impose  income  taxes-  on  business  proiits.  This 
pi-oposal  has  been  stated  by  the  chairman  of  the  committee*  iu 
the  following  languHge: 

First.  Specilically  aMocate  any  and  all  income  received  frrtiii 
intangible  properties  owned  by  the  taxpayer.  (It  is  thought  that 
in  most  cases  income  of  this  character  lends  itself  easily  to  speeitii; 
allocation). 

Second.  When  desired  by  the  taxpayer  and  approve<l  by  the  tax 
commission  of  the  interested  state,  to  allocate  specifically  the 
jirofits  arising  from  Imsint-ss  transacted  in  the  state  coneemeii. 
It  is  not  uncommon  to  find,  under  present-day  conditions,  thnr 
taxpayers  engaged  in  business  in  more  than  one  state  so  condiKT 
their  books  and  records  as  to  reflect  accurately  profits  actually 
derived  from  business  operations  condncted  at  their  various 
branches,  and,  if  the  taxpayer  desires  and  the  commission  approvi-s 
specific  allocation  under  sucii  circumstances,  it  is  thought  in  all 
probability  more  accurate  results  will  l>e  obtained  than  thr(»ui»'h 
any  fixed  formula  ^-hicli  may  be  adopted. 

Third.  In  the  event  that  the  second  option  is  not  practical,  then 
to  apportion  the  income  as  follows: 

First,  divide  the  remaining  income  in  two  equal  parts  and  appor- 
tion the  one-half  thereof  in  accordance  with  physical  properties. 
You  will  note  that  this  excludes  intangibles,  including  bills  and 
accounts  receivable. 

Xext.  apportion  the  second  half  of  the  remaining  income  hn.sed 
on   business  activities.      The   cycle  in   any  business  measurinc 
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ita  busineas  activity  comiats  iirst  of  purdoAfle;  aecood,  wages, 
as-'ariee,  etc  ptud  in  woriL  upon  or  dev^opmeixt  of  goods  so  pur- 
ohued;  Uurd,  eales. 

We,  therefore,  suggest  that  the  business  activities  be  measured 
bj  the  sum  of  purchase,  p*7  roll  and  sales,  using,  of  course^  in 
both  cases  as  the  numerator  that  which  applies  to  the  interested 
state,  and  as  the  denominator  the  total  of  the  taxpayer  wherever 
it  may  occur.  There  was  objection  in  the  committee  to  the  add- 
ing together  of  the  property  and  of  the  sales  or  any  other  factors 
representing  business  activities,  as  by  so  doing  it  was  thought  that 
too  much  weight  would  be  thrown  either  to  the  one  or  to  the  other, 
depending  upon  whether  the  business  transacted  had  a  quick  or  a 
slow  turnover.  It  was  further  felt  that  this  formula  has  the 
advantage  of  presenting  a  fair  division  between  manufacture  and 
sales  wTien  both  are  conducted  by  the  same  company  and  that  the 
fairness  of  such  an  arrangement  wouH  appeal  to  state  I^slatures 
and  those  interested  in  the  tax  problem, — in  other  words,  that 
llicre  is  a  fairly  good,  strong  point  for  the  adoption  of  this  formula 
Iiy  states  that  may  hereafter  consider  the  adoption  of  a  state 
iQcome  t&s. 

Fourth.  Sliould  a  taxpayer  feci  that  the  application  o£  the 
formula  as  set  forth  under  "  third"  unfairly  burdens  him  with 
taxation,  upon  application  to  the  tax  commission  and  a  proper 
^hMving  of  such  facts,  the  tax  commission  may  make  apportion- 
ment on  any  other  basis  that  may  seem  tn  him  fair  end  reasonable, 
with  the  proviso,  however,  that  in  no  event  shall  the  amoimt  so 
determined  be  in  excess  of  the  amount  developed  by  the  formula. 

Fifth.  That  the  ri^t  of  appeal,  to  review  de  novo,  by  the 
eonrts  shall  not  be  denied  the  taxpayer. 

It  has  been  necessary  for  the  committee  to  consider  this 
problem  of  apportionment  in  connection  with  the  proposed  tax  on 
the  iiic<Hne  of  unincorporated  businesses  as  well  as  in  connection 
with  the  franchise  tax  on. corporate  income.  It  seems  desirable 
that  the  apportionment  formula  be  the  same  for  both  taxes.  The 
wmmittee  later  urges*  that  the  plan  as  outlined  above  be  adopted 
for  the  unincorporated  business  tax  and  it  here  recommends  that 
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the  present  apportionment  formula  in  section  9a  of  the  tax  law  be 
broadened  so  as  to  take  into  accownt  the  elements  included  in  the 
plan  suggested  by  the  committee  of  the  National  Taa  Association. 

The  Taxes  on  Unincorporated  Business 

The  present  situation. —  When  the  Emerson  Act  was  passed 
in  1917,  imposing  an  income  tax  on  business  profits,  its  scope 
was  restricted  to  corporations  doing  business  in  the  State.  Business 
conducted  by  single  proprietors  or  by  partnershjpe  continued  to 
be  taxed  under  the  old  general  property  tax.  In  other  words,  all 
businesses  paid  taxes  on  their  real  estate,  but,  whereas  corporations 
paid  a  tax  on  their  net  income,  unincorporated  businesses  paid  a 
tax  on  their  stock-in-trade.  The  personal  income  tax,  jwissed  in 
1919>  included  within  its  scope  the  dividends  of  corporations,  even 
though  such  corporations  were  taxed  on  their  income  by  the  Stata 
This  clearly  established  the  Emerson  Act  as  a  purely  business 
tax.  Profits  of  individuals  in  business  by  themselves  or  as 
partners  were  taxed  merely  at  the  personal  income  tax  rates. 
Granting  that  real  estate  taxes  should  be  placed  in  a  soparaio 
category,*  the  comparison  then  lies  between  the  4^/^  per  cent 
tax  on  the  net  income  of  corporations  subject  to  the  revised 
Emerson  Act  on  the  one  hand  and  the  fax  on  stock-in-trade  of 
unincoi'porated  businesses  on  the  other. 

The  lack  of  correlation  between  stock  owned  and  profits  earned 
is  fully  appreciated  by  everyone  familiar  with  the  conditions  of 
modem  business  so  that  the  theoretical  inadequacy  of  a  tax  on 
stock-in-trade  as  a  measure  of  the  tax-paying  ability  of  business 
would  be  gi'antod  without  argument.  But  in  addition,  according 
to  the  information  received  by  the  Committee,  the  tax  on  stock- 
in-trade  is  wretchedly  administered  with  the  result  that  it  is  almost 
a  dead  letter  on  the  statute  book.  Ck)nsequently  unincorporated 
business  as  a  whole  escapes  with  practically  no  business  tax 
whatever. 

EfFect  of  the  federal  taxes  on  business  profits. —  The  Com- 
mittee is  fully  aware  that  the  present  federal  income  tax  operates 
in  a  capricious  and  inequitable  manner  as  between  the  various 
types  of  business  organization  and  that  this  complicates  the 
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;>tateB  problem.  After  January  1,  1922,  the  federal  excess  profits 
ux  uo  loiiger  applies  to  the  income  of  corporations.  After  that 
date  the  federal  income  tax  on  corporations  becomes  12^  per 
L-ent  on  their  total  aimual  profits  while  corporate  dividends,  if 
iDii  when  distributed,  are  exempt  from  the  normal  tax,  of  4 
hhJ  8  per  cent,  which  individuals  are  called  upon  to  pay  as  a 
[lan  of  their  contribution.  This  difference  in  rates  between  the 
U\-2  per  cent  corporation  tax  and  the  4  and  8  per  cent  individual 
uonnal  rate  is  supposed  to  be  roughly  equivalent  to  the  advantage 
ibe  corporation  enjoys  of  postponing  indetinitely  the  distribution 
vi  its  protits  in  the  form  of  dividends,  thus  postponing  the  taxa- 
itoQ  uf  these  profits  at  the  high  individual  surtax  rates.  The 
iijnivalence,  hoiwever,  is  exceedingly  rough  and  the  point  has  been 
urged  before  the  Committee  that  in  spite  of  this  difference  in  rate, 
the  federal  law  really  puts  the  unincorporated  business  at  a 
disadvantage  as  compared  with  the  business  operating  as  a  corpora- 
tinn,  thus  making  it  unwise  for  the  state  to  [dace  further  burdens 
■'H  unincorporated  business.  With  respect  to  this  the  Committee 
itcU,  first,  that  the  case  has  not  been  completely  proved  —  that 
in  many  cases  the  federal  law  discriminates  against  the  corpora- 
tion rather  than  in  favor  of  it.  But  more  important  than  this,  the 
(.'ununirtee  does  not  see  the  force  of  the  contention  that  the 
failure  of  the  federal  government  to  work  out  a  satisfactory  solu- 
liiia  of  its  problem  precludes  this  State  from  setting  its  own  house 
in  order.  We  are  convinced  that  we  should  make  our  State 
iystem  consistent  and  equitable  as  an  independent  system  and  not 
iiiake  it  a  mere  appendage  to  an  imperfect  federal  system,  designed 
M  supplement  it  and  to  relieve  its  inequalities.  We  believe  that 
an  unincorporated  business  tax  is  needed  in  this  State  as  a 
inndamental  part  of  the  tax  system. 

Tax  on  the  income  of  unincorporated  business  recommended. 
~The  Committee  recommends  that  a  reaaonahle  tax  he  imposed 
«p(wi  (he  net  income  of  wnincorporated  businesses.  We  find  that 
diere  is  a  widespread  sentiment  in  favor  of  making  the  business 
income  tax  as  broad  as  business  itself,  instead  of  restricting  it  to 
'ttrporatioas.  Among  the  incorporated  banks,  for  example,  there  is 
•Mraplaint  because  of  the  comparatively  inadequate  taxation  of  the 
2reat  private  bankers  and  financial  institutions.     Incorporated 
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departmeut  stores  protest  tliat  they  are  unequally  taxed  as  cant- 
pared  with  merchfluta  ditfeieutly  orgaaized.  It  would  seem  to  be 
■seli^videut  that  the  tax  burdeo  ou  a  business  should  not  be 
siaterialiy  lairger  or  smaller  inerelj  because  of  a  diifereuoe  in  its 
I'oiin  of  OEganizetioiL 

The  adoption  of  the  Oonunittee's  recommendatioa  regarding  the 
ex-einptiou  of  personal  property,*  which  now  includes  the  atoc^-in- 
tarade  of  unincorporated  companies,  would  add  force  to  the  pro- 
posal here  made  but  if  the  Legislature  should  decide  not  to  relieve 
all  jiereonal  property  from  taxation,  the  adoption  of  the  proposed 
iuoume  tax  on  unincorporated  husiness  should  carry  with  it,  of 
course,  exomptiou  of  the  stock-in-trade  of  the  businessea  affected. 
Form  of  the  proposed  tax  on  unincorporated  business. — 
This  proposed  tax  on  the  protits  of  unincorporated  businesB  shonld 
Apply  to  all  proJits  arising  from  euch  business  transacted  within 
the  JState.  It  should  be  a  bttaiitens  promts  tax  rather  than  a  pro- 
fexiional  eai'ninffs  tax.  The  general  problem  of  interstate  a^or- 
tionment  has  been  discussed  above.f  The  apportionmeait  plan 
suggested  by  the  committee  of  the  Xational  Tax  Aseociation 
should  be  followed.  There  should  be  an  iuitial  exemption  of 
!fj,0(H).  The  definition  of  income  subject  to  tax  should  follow 
in  general,  that  in  the  present  personal  income  tax  law.  Dividends 
should  be  exempt  on  the  theory  that,  in  so  far  as  they  arise  from 
business  transacted  in  New  York  they  have  already  been  reached 
under  the  corporation  income  tax.  The  tax  can  best  be  adminis- 
tered in  connection  with  tho  j>er8onal  income  tax.  In  view  of  the 
imposition  of  this  new  tax,  the  scope  of  the  personal  income  tax 
!-bvuIil  be  raoditicd  so  ae  to  exclude  the  profits  of  unincorporatwl 
business  carried  on  in  this  State  accruing  to  the  credit  of  non- 
i-psidents.^; 

Rate  of  the  proposed  tax  on  unincorporated  business. —  The 
rate  of  the  tax  is  determined  in  large  measure  by  the  decision 
roparding  the  rate  to  be  imposed  on  business  corporations.  We 
rec<nnvt€7td  that  the  rate  on  vnincorporaied  huainets  he  alujhUy 
lower  than  the  rate  imposed  hy  section  9a  on  the  income  of  m^r- 
caniile  and  manufacturing  corporations.    We  feel  that  it  should 
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be  lowra'  because  of  the  fact  that  the  profitB  of  an  unincorporated 
businees  become  iiumediatelj  taxable  to  their  full  amount  under 
the  perscmal  income  tax  whereas  the  profits  of  a  corporation  become 
subject  to  these  personal  income  tax  rates  only  "  if  and  when " 
distributed  as  dividends.*  The  resulting  tax  advantage  to  the 
corporation  form  is  substantial  and  furnishes  a  sound  basis  for 
a  dieerimiiiation  in  the  rata  It  is  impoas^e  to  determine  statis- 
tically the  precise  value  of  these  advantages.  Consequently,  the 
differential  in  the  rates  must  at  best  be  approximate.  We  sug- 
gest that  for  the  present  the  rate  on  unincorporated  business  profits 
be  made  one  per  cent  lower  than  the  corporation  income  tax  rate. 
If  the  present  corporation  rate  of  4%  per  cent  is  increased  to  6 
per  cent,  the  rate  on  the  profits  of  the  [opposed  tax  on  unincor- 
porated bueinees  would  then  be  fixed  at  5  per  cent.  In  case  future 
refinements  of  accounting  procedure  and  administrative  skUI 
make  it  practicable  to  reflect  in  personal  income  the  value  of 
BGcumnlations  in  corporate  surplus,  this  differential  in  the  rate 
can  be  abandoned  or,  if  experience  indicates  that  one  per  cent 
unduly  favors  aae  form  of  organization,  the  rate  can  be  easily 
modified. 

Estimate  of  yield.— Data  supplied  by  the  Income  Tax  Bureau 
of  the  State  Tax  Commission  indicate  that  a  Tax  on  all  profits 
from  unincorporated  business,  allowing  the  deduction  of  dividends 
and  proprietcHs'  salaries  and  with  an  initial  exemption  of  five 
tbonsand  dollars  to  each  business,  the  exemption  recommended 
abovef  would  yield  about  $1,760,000  for  each  1  per  cent  of  tax. 

Efivisimi  of  yitid. —  Pending  the  development  of  a  plan  for  a 
general  Subvention  Fund,^  the  Committee  recommends  thai  the 
yield  be  divided  between  the  Staie  and  the  localiiies  in  the  same 
manner  as  the  proceeds  of  the  personal  income  taa  are  divided. 

The  Taxes  on  Uotor  TranBportation 

The  problem  of  motor-vehicle  taxation  is  a  new  one  in  the 
field  of  public  finance  and  the  principles  which  should  govern 
it  and  the  form  which  tbe  taxes  should  take  are  still  questions  of 
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debate.  There  la  little  unifoTmit^  in  the  legislation  of  the  yarioas 
states.  Ever^here  the  problem  is  in  a  state  of  flox  and  the 
laws  admittedly  tentative  and  experimentaL  However,  the 
phenomenal  increase  in  the  use  of  motor-vehicles  and  the  demand 
for  improved  highways  which  has  aocompanied  this  develofMneni 
has  made  the  problem  a  very  important  one  both  frcm  the  point 
of  view  of  the  public  treasury  and  from  the  point  of  view  of 
the  users  of  the  roads. 

What  taxes  should  be  paid  by  users  of  the  road? — Thus  far 
not  enough  attention  has  been  devoted  to  the  fundamental  aspects 
of  the  problem  to  make  it  possible  for  minds  to  come  to  agreement 
as  to  what  is  equitable  in  motor-vehicle  taxation.  Indeed,  there 
is  not  even  a  clear  imderstanding  as  to  Uie  precose  grounds  of 
disagreement.  The  process  of  motorization  has  ]8t>eeeded  more 
rapidly  than  the  theoiy  of  taxation  in  this  field  and  the  practice 
of  moto1^vehicle  taxation  has  run  beyond  the  technical  knowledge 
necessary  to  the  formulation  of  a  form  of  tax  which  would  be 
scientific  and  generally  aoceptalbla 

As  it  arises  in  this  State,  the  fundamental  question  in  its 
simplest  form  is  this :  What  part  of  the  cost  of  providing  streets 
and  roads  shall  he  paid  by  users  of  the  roadf  It  is  conceivable 
that  motor-vehicles  might  be  utilized  as  an  evidence  of  ability 
to  contribute  to  the  miscellaneous  general  costs  of  government 
and,  in  fact,  they  are  often  so  used  in  those  states  where  the 
general-property  tax  is  still  in  force.  In  this  State,  however, 
where  personal  property  has  been  virtually  abandoned  as  a 
measure  of  taxpaying  ability,  this  basis  is  not  available  as  a 
justification  of  the  chaiges  on  motor  vehicles.  Here  the  fees  are 
fi  special  charge  on  users  of  the  road  and  the  question  of  the 
maximum  amount  of  such  fees  is  really  a  question  as  to  ^at 
.particular  governmental  costs  may  properly  be  chargeable  to 
these  users  of  the  roads. 

To  the  extent,  therefore,  that  there  are  other  users  of  the  road 
i)eBide  motor  vehicles,  the  fees  are  illogical  in  being  confined  to 
motor  vdtiicles,  except  in  so  far  as  the  motor  vehicles  involve 
special  governmental  costs  not  occasioned  by  the  use  of  the  roads 
I^  other  vehicles.  An  example  of  such  a  special  governmental 
cost  would  be  the  provision  for  traffic  regulation  and  speed  control 
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nude  necessaiy  by  the  motor  vehicle.  However,  the  gieat  cost 
which  has  accompanied  the  development  has  been  the  construction 
uid  maintenance  of  a  better  type  of  road  than  was  previoiul; 
demanded  and  the  problem  thus  resolves  itself  largely  into  the 
■{Degtion  as  to  the  relationship  between  revennea  from  the  taxation 
of  motor  transportation  and  such  additional  road  costs. 

The  practice  of  charging  road  costs  to  the  users  of  the  roads  is 
nothing  new  or  novel.  The  toll-road  is  an  institution  whose  dis- 
ai^)earance  is  within  the  memory  of  the  present  gen»atiou.  Such 
roads  were  constructed  whenever  funds  from  other  sources  were 
nnavailaUe  and  the  demands  from  the  users  of  the  roads  seemed 
to  justify  the  expenditure.  They  were  taken  over  by  the  govern- 
ment and  made  a  general  public  charge  whenever  a  community 
grew  to  appreciate  sufficiently  the  value  of  the  service  rendered 
bv  them.  The  toll  device  was,  in  fact,  an  awkward  method  of 
idnuaiBteniig  what  was  virtually  a  tax  on  the  user  of  the  road. 
It  had  a  i^ressive  effect,  often  preventing  the  road  facilities 
from  being  put  to  their  greatest  use,  but  it  was,  doubtless,  neces- 
'itated  by  the  physical  conditions — the  scattered  and  fragmen- 
tary character  of  the  road  system.  In  any  ease  the  underlying 
principle  was  sound  —  that,  in  casee  where  the  user  of  the  road 
demanded  facilities  which  the  government  cculd  not  afford  or  of 
whose  utility  and  advantages  the  government  was  not  convinced, 
the  cost  of  providing  those  facilities  was  placed  directly  upon 
tbe  naers  themselves.  Under  the  conditions  it  was  an  entirely 
jnstiGable  apjJication  of  the  benefit  theory  of  taxati<«i.  It  is 
quite  possible  that  financial  necessity  will  force  a  wider  applica- 
tion of  this  theory  of  apportioning  charges  in  the  years  which 
lie  immediately  ahead.  Taxation  of  the  user  of  the  roads  is  a 
Seld  in  which  a  wide  development  of  this  character  is  very  likely 
to  take  place. 

The  motor  vehicle  has  had  a  tremendous  effect  upon  the  demand 
for  road  facilities.  With  an  automobile  or  a  motor  truck,  the  po»- 
^biUtiee  of  the  use  of  the  roads  for  pleasure  and  business  are  very 
diffeient  from  what  they  were  with  a  horse  and  a  buggy  or  a 
"agon.  But  those  possibilities  are  greatly  affected  by  the  char- 
*etn  of  the  road,  as  to  whether  it  is  level,  smooth  and  strai^t 
nther  than  hilly,  rough  and  crooked.    It  is  true,  of  course,  that  a 
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good  road  increasea  the  possibilities  in  the  use  of  the  horse  but 
the  point  is  that  it  does  not  inciease  those  possibilities  in  anything 
like  the  measure  by  which  it  increases  the  possibilities  in  the  lue 
of  the  motor  vehicle.  An  automobile  on  a  good  road  may  easily 
travel  250  miles  between  sunrise  and  sunset,  and  perhaps  only  ^0 
miles  en  a  really  bad  road.  The  improved  road  holds  no  sut-h 
possibility  of  increase  in  the  day's  journey  of  the  horse-drawn 
vehicle.  Thie  is,  in  our  opinion,  the  real  explanation  of  the  con- 
nection between  the  development  of  the  motor  vehicle  and  thu 
growth  of  the  movement  for  good  roads.  There  was  no  effective 
demand  for  good  roads  so  long  as  they  offered  only  the  increase 
in  advantages  available  with  a  horse-drawn  vehicle.  Oood  roads 
had  to  wait  until  a  4x>dy  of  automobile  users  arose  who  realized  the 
very  greatly  increased  possibilities  of  the  hard,  smooth  roads  with 
tbdr  new  machines. 

The  fact  that  the  disposition  to  charge  at  least  a  portion  of  the 
cost  of  the  improved  roads  to  the  mot(H"-vehicle  is  conntry-wide  in 
its  scope,  is  evidence  of  the  soundness  of  the  above  analysis.  The 
motor  vehicle  is  adopted  as  the  tax  base  primarily  as  a  means  of 
reaching  the  user  of  the  road  and  with  one  accord  the  states  turn 
to  these  users  with  the  demand  that  if  they  really  want  the  good 
roads,  they,  who  use  them,  must  pay  for  them  in  whole  or  in  part. 
The  question  then  immediately  arises  as  to  whether  the  whole  cost 
OP  only  a  part,  and,  if  only  a  part,  precisely  what  part,  trf  the  costs 
should  be  borne  by  the  users. 

Some  of  the  enthusiasts  for  heavy  motor  fees  seem  to  forget  that 
roads  and  streets  were  considered  necessary  before  the  advent  of 
the  automobile  and  the  truck  and  that  the  public  interest  in  the^o 
mads  and  streets  was  often  considered  sufBcient  to  justify  their 
construction  and  maintraianee  as  a  general  pubMc  chai^.  In  the 
case  of  city  streets,  of  course,  it  has  been  a  general  practice  to 
charge  a  portion  of  these  costs  to  the  land  immediately  served,  in 
the  form  of  special  assessments.  Certainly  there  is  a  certain  el<^ 
meat  of  general  public  interest  in  almost  every  road,  Aether  it 
be  a  back  alley  in  a  remote  suburb  or  a  motor  speedway  stretching 
across  the  State,  which  might  form  a  sound  Ibasis  for  charging 
a  part  of  the  coat  to  general  tax  funds. 

On  the  other  hand,  some  trf  the  representatives  of  the  motor 
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vehicle  interests  go  to  the  other  extreme,  asserting  that  the  public 
huilds  roads  for  itself,  free  for  all  to  use  as  they  choose,  and 
that  it  is  unfair  to  charge  any  part  of  the  coat  to  any  particular 
group  of  users. 

It  seems  to  the  Committee  that  the  true  view  is  one  which  lieu 
between  these  extremes.  That  there  ia  a  general  public  interest 
in  the  streets  and  highways  is  true.  But  it  is  equally  true  that, 
when  these  streets  and  highways  cost  more  than  they  otherwise 
would  because  of  the  necessity  of  supplying  accommodations  to  a 
particular  group  of  users,  such  additional  cost  may  be  properly 
i-hargeable  to  those  particular  groups.  The  problem  is  to  draw  the 
line.  Once  drawn  it  determines  the  maximum  amount  which  may 
be  equitably  assessed  against  the  user,  under  the  revenue  system 
as  it  now  stands  in  this  State.  Such  a  division  line  would,  how- 
ever, serve  to  remove  the  discussion  of  motor-transportation  tax- 
ation to  a  new  plane  where  the  criteria  of  fairness  would  be  some- 
thing more  dependable  than  mere  assertion.  It  might  bring  home 
to  the  people  the  true  costs  involved  in  the  present  elaborate  plans 
for  road  construction  and  make  possible  a  more  intelligent  deci- 
sion as  to  the  desirability  of  such  expenditures.  In  such  intelli- 
^nt  comparisons  of  costs  and  advantages  lies  the  only  poesiUe' 
•ilution  of  the  financial  problem  which  the  State  is  facing.  With- 
I'lit  them,  road-building  may  possibly  play  the  role  in  State  bank- 
ruptcy which  was  taken  by  internal  improvements  in  so  many 
elates  a  century  ago. 

To  casps  where  the  roads  are  used  for  business,  as,  for  example, 
in  the  case  of  a  motor  truck  hauling  egga  from  up-State  to  New 
yt'ik  City,  the  term  "  user  of  the  road  "  must  be  understood  to  be 
ihe  person  for  whom  the  service  is  rendered.  The  purchasers  of 
tbe  e^rs  in  a  New  York  City  grocery  in  a  very  real  sense  employ 
'be  truck  to  bring  them  the  ^[ga.  A  charge  on  the  user  of  the 
road  would  under  the  present  system  be  imposed,  of  course,  upon 
the  truck  but  it  will  appear  as  a  btisiness  expense  of  the  truck 
owner  who  mnst  pass  it  on  in  higher  prices  to  the  consumer  of  the 
if^  These  facts  have  been  seized  upon  by  some  of  the  repre- 
wntatives  of  the  trucking  interests  as  an  argument  for  opposing 
speeial  charges  on  trucks  on  the  frround  that  "the  public  "builds 
'he  roads  and  the  public  eats  the  egjrs;  "  that  the  public  derives  a 
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direct  benefit  from  the  transportation  over  the  roads  it  owns,  ibe 
truck  being  the  mere  agent  or  servant  of  the  puUic  This  poei- 
tion,  however,  overlooks  this  important  consideration,  that  not 
all  €gg8  are  brought  to  New  York  Citj  1^  truck.  Many  are 
brought  by  the  railroads.  If  the  true  costs  of  the  truck-bome  egg, 
including  the  cost  of  supplying  anj  additional  road  facilities  in- 
volved in  the  nse  of  the  truck,  is  not  charged  to  the  bujer  of  that 
egg,  the  e^  carried  hy  the  railroad  is  discriminated  against,  for 
it  must  certainly  be  sold  at  a  price  which  covers  the  entire  cost  of 
its  transportation.  Nor  does  the  reply  that  the  railway  is  a  mon- 
opoly, whereas  the  tracking  business  is  not,  meet  the  point,  for  a 
railroad  under  regulated  rates  is  not  permitted  to  exercise  the 
monopolistic  pririlege  of  price  control.  Its  rates  ore  ventilated 
on  the  fwrinciple  of  a  "  fair  return."  The  conclusion  is  that  only 
by  charging  to  the  user  of  the  road  the  community  costs  invo'Ted 
in  suppl3ang  him  the  additional  road  facilities  required  by  him  in 
his  use  of  the  roads  can  the  motor-truck  competition  with  the 
railroad  be  placed  on  a  basis  which  will  insore  an  economically 
sound  decision  in  the  stm^e  between  the  motor-truck  and  the 
railroad.  This  is  the  only  way  to  keep  the  accounts  straight,*  .«o 
'that  an  industry  whose  proper  development  means  so  much  to  the 
solution  of  the  transportation  problem  may  be  neither  repreasrd 
or  unconsciously  subsidized. 

The  important  results  wluoh  might  follow  the  statistical  analy- 
sis of  road  costs  sug^sted  above  would  justify  considerable  effort 
to  carry  it  through  but  it  is  a  task  which  involves  resonrces  be- 
yond those  available  to  this  Committee.  Indeed  with  die  present 
differences  of  opinion  and  lack  of  knowledge  r^arding  the  engi- 
neering aspects  of  the  problem  it  might  prove  impossible  to  carry 
through  the  analysis  in  a  manner  which  would  yield  trustworthy 
results.  It  will  be  of  interest,  however,  to  bear  this  general  ana'y' 
sis  in  mind  when  considiering  such  general  facts  regarding  road 
costs  and  motor  vehicle  revenues  as  are  readily  availaUe. 

Motor  traffic  and  road  costs. —  The  essential  connection 
between  the  growth  of  the  good-roads  movement  and  the  develop- 
ment of  the  nse  of  motor  vehicles  has  already  been  pointed  out.f 

*  The  pqb.ie  utiKtiM  eontend.  and  with  eonaidcnbla  for«  In  tlia  ofunioo  of  th*  CommitMa. 
tlut  in  ill  jnitles  to  tham,  trunk  aomnniM  maintainiuc  a  fnicht  ■orrioe  dKaM  b«  lifmt  m 
poWe  ntniBaa  and  nibiscttd  to  tba  vantRU  ipedtl  Uiiaa  whlofa  afilltin  ninat  par. 
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The  oatpvt  of  motcAr  vebioteB  in  tbe  Uiiited  States  for  ike  year 
1899  vaa  3,700.  It  first  exceeded  one  million  in  1918,  and  ini 
1920  tlie  ootput  was  two  and  one-quarter  millione.  The  number 
of  motor  tracks  is  still  relatively  nnall,  being  less  t&an  15  per 
cent  of  the  total  output  in  1920,  but  from, the  point  of  view  of 
wear  on  the  highways  motor  tracks  are  of  more  importance  than 
passenger  cars.  More  than  that,  the  rate  of  increase  of  motor 
tracks  is  greater  than  the  rate  of  increaise  of  passenger  cars.* 
There  appeals  to  have  been  an  overproduction  of  passenger  cars 
in  the  last  few  years,  and  while  the  number  of  such  cars  operated 
will  continue  to  increase,  the  future  rate  of  increase  will  probably 
diminish.  There  is  not  the  same  degree  of  overproduction  in  the 
truck  industiy,  and  while  the  rate  of  increase  may  be  less  hence- 
forth the  absolute  increase  promises  to  be  large-f 

The  development  of  improved  highway  systems  is  reflected  in 
both  public  debts  and  ^cpenditures.  The  total  of  all  State  debts 
for  hi^way  purposes  in  1899  was  about  three  and  one-half 
million  dollars,  or  between  one  and  two  per  cent  of  all  State  debts,  j: 
In  1919  the  State  highway  debt  had  grown  to  more  than  one  hun- 
dred and  forty-three  millions,  or  more  than  twenty-one  per  cent 
of  State  debts  for  all  purposes.  This  is  only  one  indication  of  the 
iscresoing  expenditure  for  hi^ways.  In  addition  the  states  have 
appropriated  large  amounts  of  current  revenues  for  highway 
improvement,  and  the  local  divisions  have  in  many  cases  exceeded 
the  states  in  the  amount  spent  for  this  purpose.  Moreover,  the 
laige  number  of  projects  under  contemplation  by  the  highway 
departments  at  present  indicate  that  such  expenditures  have  only 
l>4nn. 

The  number  of  motor  vehicles  registered  in  New  York  in  1920 
was  670,290  or  7.3  per  cent  of  totaJ  re^trationa  in  the  United 
Stataa,  This  represents  an  increase  of  18  per  cent  over  1019,  and 
363  per  oent  over  1915.  The  number  of  motor  trucks  registered 
in  1920  waa  148,873.    This  is  a  larger  number  than  is  r^stered 

aniul  production  of  puiencer  art  batmen  1E>IG  and  1930  wu  230  per  sent 
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in  any  other  State,*  and  also  repreeents  a  larger  porti<ni,  22.2 
per  cent,  of  the  total  nomber  of  motor  vehicles  registered,  althongii 
in  Maaeaehusetts  and  Connecticut  motor  trucks  repreaent  about 
one-fifth  of  all  motor  vehicles  registered. 

A  traffic  census  taken  by  the  New  York  Highway  Dep«rtDieii.t 
on  eight  of  the  State's  highways  in  fonr  different  years  shcrw  the 
following  resnltBif 
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The  number  of  trucks  and  busses  counted  in  the  same  census 
in  1916  were  299  and  in  1919  986,  an  increase  of  230  per  cent 
as  compared  with  148  per  cent  for  all  motor  traffic  The  density 
of  motor  traffic  as  represented  by  the  number  of  antomohOes  per 
mile  of  public  rural  road  is  8.3  in  New  York.  This  is  exceeded 
in  Rhode  IsJand,  New  Jersey,  Massachusetts,  California  and  Con- 
necticut, with  densities  varying  from  23.3  automobiles  per  mile 
to  8.5  automobiles  per  mile.^ 

It  has  already  been  suggested§  that  construction  of  highways 
has  been  one  of  the  principal  causes  of  State  debt  in  the  United 
States.  This  is  even  more  true  in  New  York  than  in  other  states. 
In  1897  New  York  had  no  improved  highways  outside  of  the 
cities.  In  this  year  the  State  made  its  first  appropriation  — 
$250,000  for  this  purpose.  This  was  followed  tiy  further  appro- 
priations, and  in  1907  bonds  were  first  issued  by  the  State  for 
highway  improvements.    A  fifty-milliMi  dollar  issue  was  author- 


•The  Dumbo'  ot  motor  vehirln  r^itlered  in  New  York  in  the  fint  (i: 
731.488.  as  incre—e  of  8  per  oeat  over  IBSa  OUo  itaiidl  scsond  in  tlie  D< 
resutend,  with  83,300. 
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ized  in  this  vear  and  another  fifty-million  issue  in  1912.  The 
outstanding  ^State-highway  debt  has  remained  at  $80,000,000  since 
1917. 


FusDED  Statk  Debt  Octstandino  fok  Highways  and  Othek 
Pg^obbs  in  New  Yoek. 
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This  represents  more  than  one-third  of  the  total  State  debt,  and 
more  than  one-haif  of  the  total  of  all  State  debts  for  highway  pur- 
poses in  the  United  States.*  The  expenditures  of  the  State  High- 
way Department  in  New  Yoik  for  the  ten  years  ending  in  1920 
were  between  sixty-three  and  sixty-four  million  dollars.f  These 
include  State  aid  to  towns  and  counties,  but  are  exclusive  of  other 
local  expenditure  for  roads,  and  do  not  include  the  State  outlays 
for  highways  construction,  which  exceeded  in  amount  the  expend- 
itures of  the  State  Hi^way  Department  during  the  same  decade. 
The  towns  followed  the  State  in  appropriating  funds  for  the 
imfiroTement  of  highways,  and  the  araounts  spent  locally  soon 
excwded  State  expenditures  for  this  purpose.  In  1920  town 
hiphway  expenditure  in  Sew  York  was  aibout  fourteen  million 
dollars,  as  compared  with  twelve  million  spent  by  the  State  High- 
way Department.  Some  of  the  money  spent  locally  is  derived 
from  the  motor-vehicle  revenue  and  from  State  aid,  but  about 
ihree-fourtha  of  it  is  from  town  and  county  appropriations. 
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The  State  has  improved  about  tlire^-fourths  of  tiie  proposed 
State  highway  ayateni  of  about  thirteen  thousand  milee.  Thi 
towns  in  1918  had  improved  about  thirteen,  thonaand  miles  of 
their  seventy-one  thousand  miles  of  public  highways.  With  so 
much  highway  still  unimproved  there  will  donbtleas  be  large 
expenditures  for  highway  construction  for  some  years  to  come, 
and  as  the  mileage  improved  increases,  the  cost  of  maintenance, 
repair  and  reconstruction  grows. 
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The  taxes  in  New  York, —  Motor  vehiclea  were  taxed  as  per- 
M-oalty  under  the  general-propertj  tax  in  New  York  until  1911, 
when,  a  special  state  license  tax,  graded  according  to  horse-power, 
waa  subetituted.  This  law  has  been  subject  to  frequent  revision. 
The  most  important  changes  were  made  in  1917  and  1919.  In 
1917  trucks  and  trailers  were  withdrawn  from  the  tax  based  on 
horse-power,  and  subjected  to  a  tax  based  on  gross  weight  instead; 
and  omnibuses  were  rated  according  to  seating  capacity.  In  1919 
the  basis  of  the  tax  on  passenger  cars  was  changed  so  as  to  in- 
clude cost  as  well  as  horse-power. 

Under  the  present  law  the  measure  of  the  tax  for  pleasure  cars 
is  both  horse-power  and  cost  —  the  rate  being  twentj-five  cents 
per  borse-power  jJus  forty  cents  per  $100  list  price  for  cars  three 
years  old  or  less,  twenty  cents  per  $100  list  price  for  cars  from 
four  to  five  years  old,  and  ten  cents  for  cars  over  five  years.  The 
minimum  fee  for  four-cylinder  cars  is  five  dollars;  for  six-cyl- 
inders or  more,  ten  dollars.* 

Omnibuses  are  subject  to  an  initial  charge  of  ten  dollars  for 
number  plates  plus  a  tax  based  on  seating  capacity  ranging  from 
$15.00  for  a  seating  capacity  of  five  to  $67.50  for  a  seating 
capad^  of  thirty,  with  an  additional  chai^  of  two  dollars  per 
person  over  thirty .f 

The  measure  of  the  tax  for  motor  trucks  is  gross  weight  —  the 
rate  being  five  dollars  per  ton  gross  weight  up  to  fourteen  tons, 
with  a  tfiininnim  fee  of  ten  dollars,  and  ten  dollars  per  ton  gross 
vei^t  over  fom-teen  tons.^  The  minimum  fee  for  trailers  is  five 
dollars,  increasing  up  to  thirty  dollars  for  fourteen  tons,  with  a 
chai^  of  five  dollars  a  ton  for  every  ton  in  excess  of  fourteen. 
Kotor  cycles  are  taxed  at  a  fiat  rate  of  $3.50.  Dealers  pay  a 
license  of  fifteen  dollars,  plus  five  dollars  for  each  duplicate  set 
of  licenses.! 

These  taxes  are  in  lieu  of  all  other  taxes  on  motor  vehicles, 
except  that  motor  vehicles  in  the  bauds  of  dealers  and  manufac- 
turers are  taxed  as  personal  proper^.  The  initial  lic^ise  fee 
for  chauffeurs  is  five  dollars,  with  a  renewal  fee  of  two  dollars. 
Owners  are  charged  two  dollars  for  initial  license  and  one  dollar 

*BiJmmtLmm.BtB.38i. 

t  Eikt»w  Id»,  Bw.  383.  Subdir.  Sl 
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for  renewal.  The  law  is  now  administered  by  the  State  Tai 
Commission,  and  the  proceeds,  which  are  shared  with  the  local- 
ities* are  used  entirely  for  highway  purposes. 

Motor-vehicle  taxes  of  other  states. —  The  growth  in  the  num- 
ber of  motor  vehicles  and  in  the  cost  of  roads  has  been  accom- 
panied by  an  interesting  evolution  in  the  character  of  motor- 
vehicle  taxes.  From  email  flat  fees,  in  which  thb  revenue  motive 
played  a  subsidiary  part,  these  taxes  have  developed  in  most 
states  into  elaborate  and  heavy  diai^es  designed  to  yield  a  large 
revenue  and  to  bear  a  relaticmship  to  road  costs  occasioned  by 
the  Tdiides  taxed. 

Thus,  at  the  present  time,  in  only  three  states  is  there  a  flat 
rate  on  passenger  cars,  and  in  only  two  is  there  a  flat  rate  ou 
trucks. 

TABLE  20. 

Bases  of  Motob-vehiclk  Fees  in  the  Uhitbd  STATB8.f 

Number  of  SUt«s  Using 

This  Method  for 
Passenger 
Buis  Cars      Uotor  TrudEH 

Horse-power  27  2 

Carrying  capacity    25 

Weight  (vehicle  only)  5  2 

Gross  weight  (vehicle  and  load) 3  7 

Cost  of  vdiicle 2  1 

Piston  displacement    1 

Total  width  of  tire 1 

Weight  of  chassis 1 

Flat  rate  per  vehicle. 3  2 

Horse-power  plus  gross  weight 3  2 

Horse-power  plus  weight  unloaded 1  2 

Horae-power  plus  cost ■        1 

Horse-power  plus  capacity 1 

Weight  plus  cost 1 

Weight  plus  capacity 1 

Weight  plus  horse-power  plus  cost 1 

Weight  plus  horse-power,  cost  and  capacity.        , ,  1 

*  SInae  ISIS  tluM-faurth*  of  tha  prooecda  of  tha  Ui  luve  baen  ktpt  by  the  Btata.  Vroto  It)  l( 
Is  IBIS  ima-lwU  mot  to  tha  load  dutrioti.  Citio,  otbw  tbu  New  Y(^  City,  uv  DM  Induddd 
VBoiK  local  dbbrlBta  to  whioh  motor  rahtole  nreniwi  am  dtatribnted.    Cf.  infn,  p.  Ifit  K  hs. 

1 R.  K.  Tomlin,  "  Trend  of  Motor  Vshiela  LeaUatioB,"  Bnginttrimg  Ntiet  Stiard. 
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Table  20  shows  that  the  usual  mca&uri;  for  poeaenger  cars  is 
horee-power,  and  for  trucks  carrying  capacity.  Other  measures 
are  gross  weight,  weight  of  the  vehicle  alone,  weight  of  the 
chassis,  cost  of  vehicle,  tire  width,  and  piston  displacement,  and 
rariocs  combinations  of  these. 

Xo  other  state  employs  the  same  hasis  as  New  York  for  the 
taxation  of  passenger  cars.  Not  only  are  there  wide  variations 
in  the  basis  of  the  license  tax,  but  the  rate  varies  so  greatly  in 
the  different  states  using  the  same  base  that  there  is  an  utter  lack 
of  uDifoimity  in  the  taxation  of  motor  vehicles.  In  the  attemptb 
to  tax  Buch  vehicles  in  proportion  to  their  use  of  the  roads,  there 
woald  seem  to  be  no  agreement  as  to  what  constitutes  a  measure 
of  such  use. 

Revenue  from  New  Ywk  motor-vehicle  tax. —  The  State  is 
now  collecting  slightly  more  than  nine  million  dollars  annually 
from  the  tax  on  motor  vehicles.  The  annual  figures  for  a  period 
are  given  in  Table  21. 

TABLE  21. 

Total    Ghoss   Hevenue    from   MoTOB-vEificLE  Taxes. 
New  Yobk,  1911-1920. 

1911    $905,179 

1912    1,056,69] 

1913    1,275,727 

1914    1,533,368 

1915    1,913,175 

1916     2,658,042 

1917   4,284,114 

1918    4,945,298 

1919    5,984,660 

1920    8,863,251 

1921    *9,272,864 

Adequacy  of  the  New  York  taxes. —  The  question  of  the  ade- 

^iiiBcy  of  the  taxes  on  motor  vehicles  can,  we  believe,  be  precisely 
answered  only  iby  an  extended  statistical  analysis  along  tho  linL*^ 
^'^'SS^t^  f*^  P^^  1^-  This  analysis,  although  an  elaborate  and 
difficult  undertaking,  must  sometime  be  made.     Until  the  results 
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of  sudi  an  analjBis  are  available,  estiniateB  of  the  adequacj  of 
the  taxes  can  only  be  rough  and  approximate. 

From  such  data  aa  are  now  obtainable,  it  appears  for  the  Com- 
mittee that  the  present  revenues  from  the  users  of  the  roads  aro 
grossly  inadequate. 

In  the  first  place,  there  is  the  teetimony  of  those  interested  in 
the  motor  industry  itself.  The  more  moderate  leaders,  in  confer- 
ences with  the  Committee,  have  repeatedly  expressed  the  opinion, 
based  on  their  own  independent  study  of  the  situation,  that  the 
taxes  may  be  increased  with  fairness  and  equity. 

As  has  been  explained  albove,*  to  ascertain  precisely  the  portion 
of  the  coat  of  the  roads  which  are  furnished  because  of  the  de- 
mand of  motor  vehicles  for  additional  facilities  is  a  problem,  the 
data  for  the  solution  of  which  are  not  at  present  available.  The 
following  facts,  however,  may  prove  su^estiva 

A  rough  estimate  of  road  costs  for  the  State,  towns  and  New 
York  city  (those  jurisdictions  sharing  in  the  motor  vehicle  reve- 
nues) for  the  decade  1911-1920  is  $408,000,000.  This  does  not 
cover  interest  on  highway  debts  excepting  for  the  State.  The 
gross  amount  of  motor  vehicle  revenues  during  this  same  period 
was  about  $40,000,000,  or  less  than  10  per  cent  of  these  expendi- 
tures. The  amoujit  of  expenditures  of  those  jurisdictions  not  shar- 
ing in  the  motor  vehicle  tax,  viz.,  cities  other  than  New  Tork, 
villages,  and  counties,  is  not  available,  but  must  amount  to  ^i 
considerable  sum  in  addition. 

As  has  been  explained,  the  lack  of  technical  knowledge  regard- 
ing the  precise  effects  of  motor  traffic  upon  the  roads  makes  it 
impossible  to  subdivide  the  cost  figures  accurately  but  it  would 
be  surprising  if  future  researches  should  reveal  that  the  great 
bulk  of  the  road  costs  of  this  decade  were  not  properly  cliargeab'e 
to  motor  traiEc  under  this  analysis.  Plainly  there  is  a  uide  mar- 
gin for  future  development  of  the  taxation  of  motor  transporta- 
tion before  it  reaches  the  theoretical  maximum  indicated  by  the 
analysis.  It  is  clear  that  the  modest  increase  in  motor  taxes  rec- 
ommended in  this  report  probably  falls  far  within  the  limits  of 
theoretical  equity. 

•  Supra,  p.  131. 
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Certain  leadeiB  in  the  automobile  industry  have  advanced  the 
contention  that  automobile  taxes  should  be  enfflcient  to  cover 
co6t8  of  upkeep  and  maintenance,  with  no  contribution  toward 
capital  costs.  Precise  figures  re^rding  expenditures  for  main- 
tenance are  not  available  but  it  appears  that  $22,000,000  is  a 
very  modest  estimate  of  the  amount  being  spent  annually  for  this 
parpose  1^  the  State  and  the  localities.  This  compares  with 
total  gross  revenues  from  motor  vehicle  license  of  only  $9,000,000. 

Some  indication  of  what  it  may  be  fair  to  charge  in  this  State 
is  given  by  the  facts  as  to  the  fees  charged  in  other  states.  Table 
22  c<«nparea  the  fees  paid  by  motor  vehicles  of  several  types  in 
this  State  with  those  paid  in  neighboring  states. 


TABLE  22 

CovpAKiBON  OF  New  Yobz  and  Nbiqhborinq  State  License 

FsEs  ON  Five  Types  of  Motor  Vehiclbs 

1921 
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Graph  11  illustrates  tbia  situation.  Included  in  this  compai:- 
son  are  the  fees  whieli  would  be  payable  under  the  schedule  sug- 
gested by  the  Motor  Vehicle  Conference  Committee.*  That  the 
fees  in  New  York  are  relatively  low  is  clearly  apparent. 

Another  interesting  comparison  is  made  in  Table  23  and  Graph 
12.    It  appears  that  the  State's  share  of  the  motor-vehicle  reve- 
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GRAPH  11 

CoMFABisoiT  ov  Nbw  Yoek  ahd  Nbiohbosibg  Stats  License 

Fbkb  on  Five  Types  of  Motoe  Vbhici.b8 
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G-EAPH  11  (Continued) 

COMFABIBOK  OF  Kew  YoBK  AND  NEiaHBOKING    StATE  LlCENBI 

Fees  os  Five  Types  of  Motoe  Vehicles 
1921 
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GRAPH  12 
State's  Shabe  of  Retenub  fboh  Motob-Vshiclbb  Tax  ah3> 

EZPENDITDBE  OF  StaTE  HIGHWAYS  DePABTMENT  CoMPABED 
1901-1920 


m 


J 

m 


^o^oei^a 


Do,i,,-c,ih,.Googlc 


147 


nwes  constitutes  scarcely  one-third  of  the  expenditures  of  the 
State  Highway  Department  which  include  no  outlays  for  capital 
ctMstmction  paid  from  the  Highway  Improvement  Fund  and 
none  of  the  interest  on  hi^way  debt. 

TABLE  23. 

State's  Shabe  of  Revekue  from  Motob-Vbhicle  Tax  ahd 

ExpBKuiTfKE  OF  Sfatb  HioitWAYs  Depaktmest  Compabeh 
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When  the  figures  of  revenue  are  reduced  to  an  average  per 
motor  car  a  eompariaon  with  other  states  shows  New  York  at  the 
bottom  of  the  list.  Moreover,  the  revenue  forms  in  this  State  a 
smaller  percentage  of  the  expenditures  of  the  State  Highway  De- 
partment than  in  any  other  neighboring  State.  This  is  in  spito 
of  the  fact  that  Xew  York  has  the  highest  per  capita  State  roRj 
debt  of  any  of  the  states  in  the  group.  These  facts  are  set  forth 
in  TaUe  24  and  Graphs  13,  14  and  15. 
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TABLE  24 

COMPABISONS    OF    ToTAL    MoTOB- VEHICLE    REVENUES    AND    PeK- 

Capita  State  Road  Debt* 
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GRAPH  13 

AvEBAGE  Gbosb  Revence  Retusm  Feb  Motob-Cab  Reoibtba- 

TION  IN  New  Yobk  and  NEioHBOBmo  States 

1920 
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GRAPH  14 

Pek-Capita  Debt  fob  State  Koadb  is  New  Yobk  asd  Neigh- 

BOBiNQ  States 
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GRAPH  15 

Xew  York  State  Highway  Debt  Compared  with  Totai,  Net 

State  Debt  Odtbtasdinq 
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Changes  in  character  and  rates  of  motor-vehicle  taxes  recom- 
mended.—  In  the  opinion  of  the  Committee  the  data  presented  in 
the  preceding  section  justify  a  material  increase  in  the  taxes 
on  motor  tranaportation.  Part  of  thia  increase  should  be  secured 
tbrongh  a  revision  of  motor  vehicle  license  fees.  The  form  and 
rates  of  the  licenses  must  now  be  considered. 

The  factors  determining  wear  on  the  roads  are  weight,  mileage, 
speed,  and  tires,  their  kind,  condition,  and  width.  The  factor 
of  speed  can  be  reached  only  very  indirectly  as  it  is  related  to 
horse-power  and  weight,  and  through  speed  r^ulation.  Oroes 
weight  is  now  the  basis  for  taxes  on  trucks  in  seven  states,  includ- 
ing New  Yorii,  and  for  taxes  on  passenger  cars  in  three.  This  is 
obviously  the  best  measure  of  weight,  althou^  carrying  capacity 
bears  a  fairly  close  relation  to  gross  weight,  and  horse-power  bears 
some  relation  and  in  the  case  of  passenger  cars  is  more  easily 
determined.  The  importance  of  the  kind  of  tire  has  not  been 
recognized  in  most  State  laws.  The  condition  o£  tirea,  which  is 
important,  cannot  be  measured,  but  kinds  of  tires  can  readily 
be  classified.  The  impact  from  solid  rubber  and  sted  tires  is 
much  greater  than  that  from  pneumatic  tires.  Another  important 
element  is  the  distribution  of  weight,  which  depends  on  the  width 
of  the  tire  and  tbe  division  of  total  weight  between  front  and 
rear  wheels.  This  is  somewhat  difficult  to  reach  by  varying  rates 
of  taxation  but  definite  limitations  can  be  established.  The  moet 
effective  way  of  measuring  mileage  would  seem  to  be  a  gasoline 
tax:* 

All  of  these  factors,  excepting  mileage,  are  considered  in  the 
uniform  vehicle  law  endorsed  by  the  Motor  Vehicle  Conf^eoce 
Committee.f  The  law  proposes  an  annual  fee  for  passenger  can 
and  motor  trucks  of  25  cents  per  horse-power  for  all  oars,  plus 
25  cents  per  hundred  pounds  gross  weight  for  cars  with  joienmatic 
tires,  35  cents  per  hundred  pounds  gross  weight  for  cars  with 
solid  rubber  tires,  and  50  cents  per  hundred  pounda  gross  wei^t 
for  cars  with  steel  or  other  hard  tires,  thia  rate  to  be  douUed 


•  Cf.  Mv,p-  ui. 
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for  cars  a3ed  for  tranaportatioii  of  persons  for  hire.*  It  is 
suggested  that  motor  cycles  be  taxed  at  a  flat  rate  of  five  dollars, 
thiit  dealers  be  charged  twenty-five  dollars  for  the  first  five  aets 
of  plates,  plus  two  dollars  for  each  additional  set,  and  that 
chauffeurs  and  owners  be  taxed  two  dollars  each  for  a  perpetual 
license. 

The  suggested  ba^is  for  the  taxes  on  passenger  cars,  motor 
trucks,  and  motor  cycles  appeals  to  the  Committee  as  being  on 
the  whole  the  most  satisfactory  yet  devised  and  the  Committee 
Tfcommends  that  the  basis  prescribed  in  the  suggested  Uniform 
Vehicle  Tax  Law  be  adojded  by  the  Legislature. 

If  the  proposed  uniform  law  were  adopted  in  New  York  the 
revenue  from  motor  vehicles  would  be  materially  increased.  The 
increase  on  five  types  of  vehicles  cited  by  Mr.  R.  K.  Tomlin  -f 
varies  from  fifteen  to  sixty-three  and  one-half  per  cent.  This 
should  produce,  on  a  conservative  estimate,  an  increase  of  twenty- 
five  per  cent  in  revenue,  or,  on  the  basis  of  the  1921  figures,  two 
million  dollars.  The  doubling  of  the  motor  cycle  tax  would  add 
about  $75,000.  The  Committee  recommends  that  this  scale  of 
mies  on  passenger  cars,  trucks,  and  motor  cycles  be  adopted  by 
Ihf;  Legislature.  The  result  would  be  a  slight  increase  in  pas- 
senger fees  and  a  substantial  increase  in  truck  fees,  especially 
on  the  lai^r  trucks.^  It  suggests  no  change  in  the  dealer's 
license  or  operators  and  chauffeurs  fees  at  this  time.  The  grand 
total  of  all  motor  vehicle  receipts  for  the  fiscal  year  ending  June 
30,  1921,  was  $9,372,864.  Under  the  recommended  scale  the 
yield  would  probably  have  been  about  eleven  and  one-quarter 
millioa  dollars. 

Gasoline  tax  recommended. —  The  Committee  recommends 
that  a  tax  on  gasoline  be  made  a  part  of  the  system  of  taxes  on, 
motor  transportation,  A  tax  of  one  cent  per  gallon  is  now  in 
operation  in  thirteen  statea.g  Oregon  has  a  tax  of  two  cents  per 
gallon.  Two  of  the  states  adjoining  New  York  have  such  taxes, 
Connecticut  and  Pennsylvania, 
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The  gasoline  tax  makes  possible  a  fairer  distribution  of  the 
motor  traffic  taxea  than  would  be  possible  with  vehicle  fees  alone. 
It  appears  to  be  the  beat  practicable  measure  of  the  use  of  tbe 
roads.  It  makes  it  possible  to  take  mileage  into  account  in  ap- 
portioning the  cost  of  roads  and  it  reaches  the  cars  of  other  states 
operating  in  New  York.  An  additional  reason  in  favor  of  the 
adoption  of  this  tax  by  the  State  is  the  fact  that  unless  it  is 
generally  adopted  by  the  states  it  is  likely  to  be  seized  by  the 
Federal  government  as  a  source  of  national  revenue. 

A  gasoline  tax  of  Mie  cent  a  gallon  would  yield  in  the  neighbor^ 
hood  of  four  million  dcdlars  annually.* 

Distributitm  of  the  yield  of  motor-vehicle  taxes. —  The  Con- 
ference of  Mayors  has  called  attention,  in  very  impressive  fashion, 
to  the  fact  that  the  present  me&od  of  distributing  the  revenue 
from  motor  vehicle  fees  is  op^i  to  criticism  from  the  point  of  view 
of  the  cities  of  the  State.  As  it  now  stands  the  law  provides  that 
three-fourths  of  the  revenue  shall  be  spent  by  the  State  Commis- 
sioner of  Highways  for  the  maintenance  and  repair  of  the  im- 
proved roads  of  the  State.  The  remaining  one-fourth  is  distributed 
to  the  county  treasurers,  each  county  receiving  one-fourth  of  the 
fees  collected  from  residents  of  the  county,  to  be  used  for  the  pei^ 
manent  construction  or  improvement  of  town  highways.  Excep- 
tions to  this  general  statement  include  the  City  of  New  York, 
whose  general  funds  are  augumented  to  the  extent  of  one-fourth 
of  the  fees  collected  within  its  boundaries,  and  Westchester  County. 
which  may  devote  motor-vehicle  revenue  to  the  improvement  of 
roads  bordering  on  the  City  of  New  York  even  though  they  lie 
within  the  limits  of  Westchester  cities. 
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The  Committee  believes  that  the  aigument^  in  favor  of  permit- 
ting the  city  to  share  in  the  distribution  are  stronger  than  those 
against  the  practice  and  it  recommends  thai  in  digtr^nUing  the 
yield  of  the  OMffumented  taxes  in  motor  transportation  recottv- 
mended  above,  the  cities  be  given  a  share  to  assist  in  defraying  the 
increase  in  coats  occasioned  by  the  development  of  motor  vehicle 
transporttUion. 

Effect  of  the  proposals.—  The  net  result  of  the  adoption  of  the 
Committee's  reoommendationa  regarding  the  taxation  of  motor 
vehiclea  would  be  to  increase  the  reronues  from  this  source  from 
about  nine  million  dollars  to  about  fifteen  million  dotlus.  The 
taxee  would  still  be  reasonable  as  compared  with  those  in.  neigh- 
boring states.  The  yield  would  still  be  much  !l«es  than  either  the 
current  expenditure  for  the  maintenance  of  the  roads  and  streets 
or  the  coat  of  the  additional  road  facilities  furnished  to  supply 
the  demands  of  automobile  users. 

The  increased  rates  on  motor  -trucks  axe  moderate,  but  the  Com- 
mittee believes  that  they  should  not  be  radically  increased  until 
the  road  coats  occasioned  by  their  use  are  more  definitely  Bsaer- 
tained.  Statements  have  been  made  to  the  Committee  by  reliable 
road  engineers  that  no  leas  than  one-balf  of  the  present  costs  of 
rooatructing  roads  in  this  iState  are  directly  traceable  to  the  use 
of  tm<^s.  This  claim  is  hotly  disputed,  however,  and  some  of 
the  results  of  the  recent  investigations  of  the  Bureau  of  Public 
Roads  of  the  United  States  Bepartment  of  Agriculture  *  seem 
to  ascribe  a  larger  responsibility  t«  frost  and  a  smaller  responsi- 
bility to  wear  and  tear  of  trucks  than  baa  been  considered  correct 
in  the  past.  If  frost  is  primarily  responsible  for  road-breakdown, 
the  charge  should  not  be  placed  against  the  motor  truck  alone  but 
upon  all  types  of  road  users  who  require  the  type  of  road  destroyed 
by  the  frost. 

The  Tax  on  Transfers  of  Stock 

The  stock-transfer  tax  is  a  tax  of  two  cents  per  hundred  dollars 
face  value  or  fraction  thereof  on  all  transfer  of  stoct-f  Trans- 
fers of  stock  having  no  par  value  are  taxed  at  two  cents  per  share. 
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The  tax  wsb  first  imposed  in  1905,  and  in  the  sixteen  yean  in 
which  it  has  been  in  operation  several  atneadm^its  have  been 
made,  as  need  has  arisen,  so  that  what  constitutes  a  taxable  trans- 
fer has  been  clearly  defined,  and  the  administration  has  been 
changed  to  prevent  evasion. 

With  the  improvements  of  administration  and  with  ^e  growing 
volume  of  stock  transfers,  moat  of  them  on  the  stock  exchange, 
the  revenue  from  this  source  has  grown  rapidly.*  The  nomber  of 
such  transfers  varies  so  greatly  with  business  conditions  that  the 
amount  of  revenue  derived  from  this  source  necessarily  fluctuates 
widely  from  year  to  year,  but  the  number  of  exchanges  is  always 
sufficiently  large  to  produce  an  important  som,  even  in  yean  of 
business  depression. 

A  stock-transfer  tax  of  the  same  amount  is  imposed  in  Moasa- 
chiuetts  (eatablished  1914)  and  Fenn&ylvania  (established  1915), 
and  since  1917  a  similar  tax  has  been  collected  hy  the  federal 
government,  most  of  the  proceeds  of  which  come  from  New  Tork 
transfers.  The  federal  government  also  taxes  sales  of  produce  for 
future  delivery  in  the  same  manner,  but  the  revenue  from  this 
source  is  comparatively  small. 

The  justification  of  the  stock-transfer  tax  appears  to  some 
students  to  rest  upon  the  assumption  that  it  operates  as  a  special 
tax  upon  profits  in  which  chance  and  "  conjnncture  "  play  a  large 
part.  On  this  ground  the  eoonomist,  Wagner,  defoida  it  as  "a 
postulate  of  distributive  justice."  In  discussing  the  same  point 
Pieraon  writes:  "  Under  the  system  of  free  cmnpetition  'conjunc- 
ture '  asaumes  great  importance,  and  that  is  fl^t  constitutes  the 
characteristic  feature  of  modern  commerce  and  industry.  It  is 
through  the  operation  of  'conjuncture'  that  some  people  acquire 
fortunes  which  they  have  not  earned,  or  only  partly  earned,  jurt 
as  others  lose  fortunes  through  no  fault  of  their  own.  Taxes 
should  be  uaed  as  a  means  of  mitigating  this  evil."  f 
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On  the  t^bei  hand,  other  economists  *  emphsaize  the  gre&t 
advantage  of  perfectly  free  and  unrestricted  eeciiritj  markets  and 
consider  any  special  taxation  resting  on  the  exchange  of  secmities 
M»  detrimeDtal  to  the  trae  iotereflta  of  the  commimitj. 

The  rate  of  the  stock-transfer  tax  is  purely  arbitrary  and  it 
has  been  suggested  that  it  coald  be  increased  widioat  nndesiraUe 
results.  However,  the  attention  of  the  Committee  has  been  called  ' 
to  the  fact  that  the  combined  federal  and  the  State  tax  now 
imposes  a  considerable  restriction  upon  the  operations  of  the  pro- 
feseional  speculator  known  as  t3ie  "  floor  trader "  reducing  the 
opportimity  for  him  to  enter  the  market  when  variations  in  prices 
are  small  and  thus  tending  to  reduce  the  usefulness  of  the  market 
in  oonfining  price  variations  to  a  small  range.  While  then) 
ai^tears  to  be  little  question  as  to  the  tendency,  the  data  sub- 
nutted  are  not  wholly  convincing  regarding  ill-effects  actnaUy 
soffered.  Moreover,  there  appears  to  be  no  conclusive  demonstra- 
tion of  the  claim  that  an  increase  in  the  rate  would  result  in  no 
increase  in  revenue  although  the  Committee  realizes  that  there  is 
a  possibility  of  such  a  result. 

On  the  whole,  the  Committee  is  disposed  to  recommend  that 
the  cortsideration  of  further  increases  in  the  rate  of  the  stock- 
transfer  tax  be  deferred  itniil  the  disappearance  of  the  federal  tax, 
particularly  in  view  of  the  fact  that  the  proposed  tax  on  unincor- 
porated business  +  will  offset  the  profits  of  many  of  the  brokers  on 
the  exchange. 

However,  the  reasons  advanced  for  restricting  the  scope  of  the 
transfer  tax  to  shares  of  stock  alone,  exempting  transfers  of  bonds, 
do  not  seem  adequate  to  the  Committee.  Although  it  is,  of  course, 
tme  that  bonds  partake  more  of  an  investment  character  and  less 
of  a  speculative  character  than  stock,  nevertheless  there  is  active 
speculative  trading  in  such  securities.  It  is  not  likely  that  a  tax 
of  two  cents  per  $100,  or  twenty  cents  for  the  typical  bond, 
voald  be  considered  a  factor  of  importance  in  connection  with  a 
Bale  for  investment  or  prove  to  be  seriously  repressive  to  trading. 
Such  a  tax  in  1921  would  have  yielded  something  over  a  quarter 
of  a  minion  dcdlars,  assuming  transfers  of  United  States  bonds 
to  have  been  exempt.    The  Coomiittee  recommends  that  the  scope 
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of  the  transfer  tax  he  extended  so  as  to  include  transfers  of  bondi 
as  mell  as  shares  of  slock. 

The  Taxes  on  Natural  Besonroes 
The  Committee  has  made  a  brief  surrey  of  the  methods  and 
results  of  the  taxation  of  mines  and  forests  in  the  State.  This 
survey  reveals  the  fact  that  there  are  marked  shortcomings  id 
the  operation  of  the  tax  laws  in  both  of  these  special  fields.  In 
this  section  of  the  report  certain  facts  regarding  the  situation  are 
presented  and  the  problems  involved  are  defined.  The  Committee 
refrains  from  making  definite  recommendations  pending  further 
study  and  investigation. 

Mine  taxation. — Mines  are  classed  as  real  estate  in  New 
York  State  but  practically  no  consideration  has  been  given  to  the 
difficult  technical  problems  involved  in  their  proper  valuation  for 
purposes  of  taxation.  New  York's  mineral  resources  are  of  such 
importance  that  this  problem  is  certain  to  become  an  acute  one  in 
the  course  of  the  general  improvement  of  assessment  method* 
which  is  already  under  way. 

MiNBKAL  RsaouBCEe  OF  New  Yobk  State. — The  mineral  re- 
sources of  New  York  State  are  varied,  but  nwi-metallie  mineral?, 
especially  those  of  comparatively  small  value  which  can  only  be 
produced  profitably  close  to  the  market,  predominate.  The  total 
value  of  mineral  products  of  the  State  for  the  year  1918  is  placed 
at  over  fifty-four  million  dollars,*  This  includes  potteiy  and 
other  clay  products,  Portland  cement,  building  brick,  limestone, 
and  sand  and  gravel,  which  derive  the  larger  part  of  their  value 
from  manufacture  or  from  the  labor  of  quarrying  and  transporta- 
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tton.  Other  products  with  a  value  in  excess  of  a  milliiw  dollars 
for  the  year  are  salt,  iron  ore,  natural  gas,  petroleum  and  gypaum. 
Salt  is  mined  in  lai^  quantities  in  Livingston  and  Genesee 
counties,  and  the  total  product  in  1918  was  valued  at  over  seven 
million  dollars,  ^'atural  gas  is  found  in  most  of  the  western 
counties.  The  output  is  increasing  rapidly  in  value,  and  there 
is  some  increase  in  quantity.  The  output  of  petroleum  is  fairly 
steady,  although  decreasing  somewhat  in  amount.  The  value  of 
the  output  is  increasing  at  present.  It  is  found  in  Cattaraugus, 
Allegany  and  Steuben  counties.  Gypsum  occurs  in  the  western 
counties,  particularly  in  Erie,  Genesee  and  Monro^  and  the  output 
in  1918  was  more  than  one-fourth  of  the  total  product  of  the 
United  States. 

New  York  State  produced  1.8  per  cent  of  the  total  output  of 
iron  ore  in  the  United  States  in  1917,  with  a  value  equivalent  to 
foar  per  cent  of  the  total.*  The  actual  value  of  the  New  York 
output  was  $7,381,333.  Both  the  quantity  and  the  value  of  the 
product  reached  their  maximum  in  this  year.  New  York  is  the 
largest  producer  of  magnetite  in  l^e  United  States,  the  output 
coming  from  a  few  large  mines  in  the  Adirondacks,  and  in  smaller 
quantities  from  soatheastem  New  York.  The  lai^st  iron-ore 
nserve  in  the  State  is  the  Clinton  hematite  deposit  in  Oneida  and 
Osw^D  counties,  which  is  being  mined  to  a  limited  ^tent  at 
present.  This  ore  contains  a  high  percentage  of  phosphorus  and 
is  chiefly  of  use  as  foundry  iron.  The  future  of  the  mining 
industry  of  the  State,  according  to  D.  H.  Newland,  Assistant 
State  Geolc^^t,  will  depend  on  the  utilization  of  iron  ores  of  as 
low  a  grade  as  twenty  or  twenty-five  per  cent. 

Method  of  Taiino  Mines  is  New  Youk  State. — ^Where  any 
differentiation  ia  made  by  the  various  states  in  the  taxation  of 
mines  it  is  osually  in  the  method  of  assessment.  No  differentia- 
tion is  made  in  New  York  at  present.  Mines  are  taxed  under 
the  property  tax  as  real  estate,  which  is  defined  to  include  "all 
mines,  minerals,  quarries  and  fossila."  f  They  are  assessed  locally 
without  State  supervision,  although  assessors  are  advised  to  con- 
mlt  engineers  familiar  with  the  property  in  valuing  mineral 
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deposits.*  Oil  and  gas  in  the  ground  are  also  r^arded  as  real 
estate  and  aasesBed  locally  as  such.  All  incorporated  mining  com- 
panies are  subject  to  the  four  and  one-half  per  cent  franchise  tax 
based  on  income,  the  same  as  other  corporations. 

BBBIJI.TB  o;  Local  Absbssubht. — According  to  the  inftmna- 
tion  submitted  to  this  Committee  the  mining  interests  as  a  whole 
have  not  suffered  from  the  property  tax  to  whii^  their  properties 
have  been  subjected.  The  local  assessors  are  not  competent  to  as- 
sess property  which  the  mining  engineers  find  difficulty  in  valuing, 
and  they  rarely  cmsult  either  experts  or  those  familiar  with 
the  properties.  In  other  words,  while  there  is  a  pretense  of  taxing 
mines  at  the  full  present  value,  in  actual  fact  there  ia  no  real 
effort  to  secure  an  accurate  assesstuent.  The  testimony  is  to  the 
effect  that  mineral  lands  are  underassessed  as  compared  with  real 
estate  generally. 

Taiatioh  of  MiNBB  IN  Othkb  States. — In  most  of  the  west- 
em  states,  notably  Colorado,  Idaho,  Montana,  Utah,  Washington 
and  Nevada,  mine  taxes  are  based  on  output  in  some  form — an- 
nual net  or  gross  proceeds  or  smelter  retoms.  A  tax  of  thia  char- 
acter is  exceedingly  difficult  to  equate  with  a  real  estate  tax  as- 
sessed on  a  selling-value  basis  and  usually  operates  to  discriminate 
io  favor  of  concerns  holding  large  reserves. 

Recently  it  has  been  demonstrated  that,  in  states  where  the 
mineral  lands  have  certain  characteristics,  it  is  possible  by  the 
aid  of  skilled  engineers  to  secure  appraisalB  which  are  satisfacfawy 
for  tax  purposes.  Michigan,  Wisconsin  and  Minnesota  are  the 
states  which  have  used  thia  method  most  snccessfuHy.  Recently 
New  Mexico  has  completed  an  en^neering  appraisal  of  its  mines 
and  mineral  lands.  Arizona,  by  a  system  of  capitalization  of 
earnings  has  approximated  the  same  resnlt.  A  dependable 
appraisal  of  such  property  involves  iibe  utilization  of  engineering 
assistance  of  a  hi^  order  but  there  appears  to  he  no  other  method 
of  securing  data  which  will  give  a  satisfactory  assessment  as 
compared  with  real  estate  generally. 

A  committee  of  the  National  Tax  Aiasooiation,  appointed  to  oon- 
sider  this  problem  submitted  a  strong  report  in  1920  in  favor 
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of  the  taxation  of  miuing  propert;  in  the  same  manner  as  otter 
real  estate,  the  valuea  to  be  determined  on  the  basis  of  pro- 
feeeional  engineering  appraisals.* 

Cohclhsion. —  It  is  clear  that  the  Legislature  must  soon  give 
serious  consideration  to  the  problem  of  the  taxation  of  mines 
and  mineral  lands.  The  present  system  is  not  working  as  intended, 
doe  to  the  shortcomings  of  the  local  assessors.  The  practical 
lesult  Is  that  mineral  lands  are  favorably  treated  as  compared 
vith  other  real  estate.  If  the  Le^slatnre  desires  to  eliminate 
this  difference  of  treatment  a  r^orm  of  assessment  methods  is 
necessary.  The  adoption  of  the  Committee's  recommendation  f 
with  regard  to  the  centralization  of  assessment  would  aid  in  cor- 
recting thie  situation.  On  the  other  hand  even  if  the  home-rule 
provision  of  the  Constitution  remains  unchanged,  it  would  be 
possible  for  the  Tax  Commission,  if  furnished  with  the  proper 
staff,  to  render  expert  aid  to  the  local  assessors  in  valuing  such 
property. 

In  case  the  L^slature  'believes  that  the  mines  should  be  more 
liberally  treated  than  otlier  businesses  using  real  estate,  it  would 
be  well  to  do  so  frankly  rather  than  to  perpetuate  a  situation  in 
vbieh  the  law  and  the  practice  are  at  variance  with  each  other. 
A  pdicy  of  subsidizing  the  mines  could,  in  our  opinion,  be  best 
carried  oat  throng  a  ^stem  of  moderate  output  taxes.  The 
problem  is  a  complicated  and  difficsnlt  one  and  should  be  more 
fnlly  analyzed  and  considered  before  definite  action  is  taken. 

Forest  taxation. —  In  the  case  of  wooded  and  reforested  land 
the  State  has  definitely  adopted  a  poIi<^  of  taxation  which  aims 
to  encourage  conservation  and  the  increase  of  timber  resources. 
The  laws  designed  to  accomplish  l^eae  objects  are  found  in 
operation  to  be  almost  completely  ineffective  and  the  ^ate  faces 
the  necessity  of  making  a  new  study  of  the  problem  and  formulat- 
ing some  new  plan  which  will  meet  the  situation  in  a  more  satis- 
factory manner, 

FOEESTS  AITO  THE  LuMBBE  TndUSTBT  IN  NeW  ToRK  StATE. 

Tfearly  one-half  of  the  area  of  New  York  State,  or  about  14,800,- 
OOO  acres,  is  regarded  by  the  State  Conservation  Commission  as 
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forested  or  potential  forest  land.*  In  apite  of  this  New  York. 
which  in  1S30  produced  more  lumber  than  an;  otlier  State,  rankeJ 
only  twenty-fifth  among  lumber  producing  states  in  1920,f  willi 
one  per  cent  of  the  total  lumber  output.  The  lumber  cut  is  about 
400,000,000  board  feet  a  jear^  with  about  an  equal  quantity  of 
cord  wood.  More  than  one-third  of  the  cut  consists  of  niiite  pine 
and  hemlock.  There  is  very  little  vii;gin  forest  left  in  the  State, 
and  sixty-two  per  cent  of  the  forest  area  is  suitaUe  for  fuel 
and  acid  wood  only.§  Tbe  State  iteelf,  with  a  forest  preserve  of 
about  1,900,000  acres,  is  the  largest  owner  of  merchantable  timber. 
The  largest  private  bidding,  belonging  to  a  pulp  and  paper  cchu- 
pany,  is  something  over  200,000  acres. 

The  laqnest  part  of  the  standing  timber  is  in  the  Adiroudacke 
and  Catskillg,  but  "  potential "  forest  land  is  scattered  througb- 
out  the  State.  The  need  for  conservation  and  reforestation  in 
New  Yoi^  as  in  the  neighboring  New  Enf^and  states,  is  very 
great,  and  the  problem  of  forest  taxation  ia  inextricatdy  bound 
up  with  the  conservation  proMem. 

FoEEBT  Taxation  in  the  Othbb  States. — iioflt  of  the  states 
tax  forests  in  the  same  way  as  other  real  estate  under  the  property 
tax.  Some  grant  total  exemptions  of  land  and  trees,  or  asaeea  the 
land  at  a  nominal  sum  for  periods  of  ten  to  thirty  years  if  the 
owner  of  the  wooded  or  reforested  area  complies  with  certain 
stated  conditions.  Other  states  exempt  only  the  timber  for  a  defin- 
ite period,  and  still  others,  under  certain  conditions,  offer  boun- 
ties or  tax  rebates.  In  all  c^  these  cases  the  purpose  is  to  en- 
courage conservation  of  timber  resources  and  reforestation. 

For  the  most  part  these  exemptions  have  had  little  effect,  for 
the  value  of  the  exemption  offered  haa  not  been  sufficient  to  make 
it  worth  while  for  the  owners  of  forest  land  to  comply  with  the 
provisions  of  the  law.  In  a  few  cases  there  has  been  awne  small 
encouragement  to  reforestation.  In  mwe,  such  exemptions  have 
discriminated  unfairly  in  favor  of  the  owner  of  timber  land. 
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A  few  eftstera  atatee,  notably  Coimeeticiil,  Haasadiuaetta  and 
^tv/  Vwk,  vihax  tbe  problem  ol  r^oreststioii  id  preesiiDg,  luve 
«auiea,voi»d  to  eaeouTag«  reforestation  hy  meauB  of  d^eored  taxss, 
aitd  at  tW  same  time  to  imitoae  aiL  eqti&L  burden  on  tli«  ownacs 
of  timber  land  and  the  owners  of  other  real  eetata 

Local  ^Vsssssmunt  ob  Fobbsi  Lahs  ut  ISav  Yomt  Statx. — 
Aloat  of  the  forest  area  of  New  York,  indading  the  StatB  fcoteat  Re- 
serve, is  taxed  as  uther  property  under  the  general-prDparty  tax. 
tjiaadiog  timber  ia  real  estate  and  is  to  be  assaBsed:  as  such  b^ 
die  local  aaaesBOTS.  This  method  of  taxation  haa  not  eaaovxaged 
premature  cutting  to  any  exteat  in  this  State,  for,  becamtae  of 
andar-aHaesmuent,  the  tax  bvrden  has  not  been  heavy.  Timber 
land  is  usually  aaaeesed  at  a  low  rate,  ofteB  merdy  nominal,  and 
the  larger  part  of  the  tax  bnrden  has  been  shifted  to  tiie  ©wneis 
of  other  jH^ipetrty.  If,  as  ia  freqoBntly  chimed,  this  pxaetiice  is 
essential  to  the  ctmserration  of  our  ftrrests,  this  fact  diODld  be 
recognized  frankly,  and  pvorided  for  by  law.  The  LegidMor,  and 
not  the  kical  aesessw,  ^ovld  determine  tite  dagice  to  which 
forests  should  be  subsidiaed  and  the  amovnt  of  taxea  to  be  impoaed 
on  forest  land. 

Laws  for  Special  Taxa-hok  or  FoBssra  ik  K»w  Toss. — 
Special  hews  were  passed  in  1912  to  provide  for  exMuptlons  and 
deferred  taxation  of  wooded  and  reforested  land  uodei  certain 
•xioditions.     The  ^ovieions  of  these  laws  are  as  fellews: 

First,  total  exemption  from  the  property  tax  is  granted  to 
R-forested  land,  under  certain  conditions.  The  area  reforested 
van  he  from  one  to  one  hnn^d  acres,,  and  it  must  lie  more  than 
twenty  miles  from  any  city  of  the  first  class,  more  than  five 
miles  from  any  city  of  the  second  class,  and  more  than  one 
mile  &en  «Hy  city  of  the  third  claas.  It  nnist  be  piaated  aecerd- 
ra^  to  amotions  specified  in  the  law,  and  must  be  duly  registered. 
The  exemption,  is  for  thJity-fiTe  years  from  the  date  of  pTaiUinf!. 
After  that  time  the  laad  is  taxed  en  haie  land  va^e  at  the  gen- 
oral  property  tax  rate.  No  tax  is  pkioed  on  the  tiiD^l>eff  until  cnt, 
wlien  a  tax  of  five  per  cent  on  stnmpage  vahie  most  be  paid. 
Laud  which  has  been,  njuteiplanted  ia  entitled  to  a  fifty  per 
i^nt  exemption  nnder  the  same  conditiwis.* 
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Second,  woodlots  of  from  one  to  fifty  acres,  and  outside  of  urban 
areas  as  defined  above,  are  entitled  to  total  exemption  on  the 
timber  value  as  long  as  no  timber  is  sold.  The  land  is  assessetl 
at  the  same  rate  as  similar  unforested  land,  but  the  assessed 
value  shall  not  exceed  ten  dollars  per  acre.  Whenever  the  cut 
is  in  excess  of  domestic  need  it  shall  be  subject  to  a  tax  of  five 
per  cent  on  stumpage  value.* 

Third,  areas  in  excess  of  fiye  acres  and  suitable  for  reforestatiou. 
and  also  outside  of  the  limits  prescribed  above,  are,  under  certain 
conditions  of  planting,  exempt  so  far  as  timber  values  are  con- 
cerned for  thirtj-five  years.  The  land  is  assessed  and  taxed  on 
the  bare  land  value  at  the  same  rate  as  similar  lands  in  the 
district  After  thirty-five  years  both  land  and  timber  are  sub- 
ject to  the  usual  general  property  tax.+ 

FoBEsT-PaoDCCTs  Taxes  in  Other  States. — Laws  similar  to 
that  desoribed  in  the  preceding  paragraj^  exist  in  Massachusetts. 
Connecticut,  Michigan,  Pennsylvania,  and  Vermont,  but  in  none 
of  these  is  total  exemption  granted  to  the  land,  and  there  is  con- 
sequentiy  no  limited  period  of  exemption.): 

•TimLaw.me.l7. 
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Elaborate  provisions  are  made  for  the  traiuitioii  period  in  Con- 
necticut, Massachusetta  and  Vermont,  in  order  to  avoid  anj 
immediate  reduction  in  local  asaeeameate,  and  to  avoid  penalizing 
tbe  timber  owner  who  has  not  enjoyed  such  exemption  from  the 
time  of  planting  the  timber.  In  Pennajlvania  the  exemption 
applies  to  mature  timber  from  the  date  of  classification,  and  the 
State  reimburses  local  districts  for  any  reduced  aseessments. 

f  OBEST  Tax  Law  or  New  Yobk  Inbffeotite  in  Ofxbatiok. — 
Few  owners  of  timber  land  have  taken  advantage  of  the  New  York 
law  because  of  the  detailed  requirements  for  Uaaaification  and 
because  the  expense  of  reforestation  ia  so  great  that  tax  exemption 
is  not  in  itself  adequate  eompoisation.  Less  than  1,300  acres 
had  been  claasified  under  these  acts  in  191d,*  and  the  value  of 
land  80  exempted  was  placed  at  only  tlSji^O.*)-  The  results 
coincide  with  those  in  other  states.  None  of  the  exemptions  is 
any  of  the  states  seems  to  have  accomplished  its  purpose  in 
encouraging  reforestation.  Thus  far  the  comp^sation  of  exemp- 
tion has  been  insignificant  compared  with  the  cost  of  reforestation 
and  the  detailed  requirements  for  classification  to  obtain  exemp- 
tion have  made  the  laws  impotent.  In  Vermont  one  company 
bas  recently  classified  39,000  acres.  Aside  from  this  only  about 
1,000  acres  have  been  dassified,  and  the  entire  40,000  acres  repre- 
sent less  than  ei^t-tenths  of  one  per  cent  of  Vermont's  forest 
land.  In  Pennsylvania  12,600  acres  have  been  classified,  or  less 
than  me-tenth  of  one  per  cent  of  forest  land.  In  Connecticut 
3,462  acres  or  less  than  two-tenths  of  one  per  cent,  and  in 
Ifassachiisetts  1,981  acrea  or  about  one-tenth  of  one  per  cent  have 
bwn  classified.  New  York  has  the  smallest  amount  of  any  of 
these  states, — 1,300  acres  or  one-one-hundredth  of  one  per  cent 

CowoLusiow. — Until  timber  values  increase  beyond  their  pres- 
Mit  worth  it  would  appear  that  direct  encouragement  to  reforesta- 
tion must  come  in  other  ways  than  throu^  tax  exemption.  In 
Reneral  it  would  seem  desiraUe  to  maintain  the  burdoi  of  forest 
taxation  equal  with  that  on  other  real  estate  unless  it  becomes 
apparent  that  such  taxation  would  interfere  with  our  policy  of 
(vnservation  and  reforestation. 
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Very  little  nncut  forest  remains  in  the  state,  and  the  |»oblem 
of  forest  taxation  »  mainlj  one  of  tajcing  deforested  land  <w  land 
vith  growing  timber  which  has  no  imnwdiate  market  '7aln& 
The  time  has  passed  in  New  Yo^  when  the  owners  of  def  oreeted 
land  let  it  go  for  taxes.  Such  land  has  a  very  real  maiket  Taine. 
This  should  he  taken  into  aceonnt  in  formulating  the  tax  policy. 

The  problem  of  taxing  growing  timber  is  not  so  simple.  Tim- 
ber has  uKuiUy  been  regarded  as  real  e^ate  and  taxable  as  Bwch. 
As  long  cs  most  of  Hie  standing  timber  was  virgin  timber,  and 
die  owners  had  incurred  xkoaie  of  the  eapensea  of  growing  it,  there 
were  sitrong  reasons  for  taxing  it  in  this  way.  In  cases  -where 
limber  has  beat  planted,  however,  there  is  aorae  argtitseot  for 
eKempting  it  as  farm  crope  are  exeoupted,  and  taxing  tmly  the 
bare  land  value,  but  this  position  is  not  unassailable.  Difficulties 
arise  in  valuing  the  bare  land  apart  fn»n  tkte  increasing  value  of 
tjbe  timber  crop. 

No  undue  exemption  alMHild  be  allowed,  but  conservation  and 
reforestation  are  of  very  great  importance,  and  while  the  effect 
of  the  goieral  property  tax  on  deforestation  has  probably  been 
OT^emjthaaized,  no  policy  of  forest  taxation  should  be  adopted 
whicb  will  either  discourage  reforestatioa  or  encourage  prema- 
ture cutting. 

Among  the  suggestions  which  the  Committee  has  under  con- 
sideration are  the  fi^k>wing: 

1.  Hat  classification  of  timber  land  for  the  purpose  of 
exemption  be  abolished ; 

2.  That  timber  land  be  taxed  as  other  property  on  its 
bare  land  value ; 

3.  That  timber  be  assessed  at  its  full  market  value  and 
taxed  under  the  general-property  tax,  the  State  Tax  Oom- 
mission  in  cooperation  with  the  state  farester,  laying  down 
more  definite  rules  of  assessment  than  prevail  at  present 
for  the  aid  and  gnidanee  of  local  assessors ;  or 

4.  That  mature  timber  be  aasessed  at  its  full  nuu^tA 
value  and  taxed  under  &e  general  property  tax,  but  the 
value  of  growing  timber  should  be  exempted;  or 

5.  That  all  existing  timber  be  taxed  at  its  present  fslne 
but  that  any  future   increases   in   the  value  of  timber  be 
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e^Kinpted  irom  aaeessioeat  and  a  graduated  jield  tax  ihoiild 
be  iatroduced  tor  the  traiuitkm  p^od,  Hie  &aal-jiei±  tax 
being  imposed  at  the  present  rate  of  five  pei  eeat;  or 

6.  Tlutt  timber  be  claasified  as  a  growing  crop  an^  az- 
enpted  from  all  tazatioa. 
It  should  be  noted  that  while  t^  immediate  fiacal  a^tects  of 
the  problem  are  iaeonsideraUe,  the  economic  and  social  sSedB 
of  the  taxation  of  forest  lands  are  of  each  great  imjportaaee  that 
ihe  policy  of  the  State  muat  be  formulated  with  the  greatest 
care. 

The  AdBnmstration  of  Ibe  Inhtfitimce  Tax 

The  inheritance  tax  is  now  one  of  the  largest  sources  of  state 
levenue*  and  the  problem  of  its  administration  is  of  correapond- 
ing  importance.  There  is  considerable  sentiment  in  the  State 
in  favor  of  a  higher  degree  of  centralization  in  the  administra- 
tion of  this  tax  and  the  Committee  believes  that  future  progress 
(ffobablj  lies  ia  this  direction.  The  experience  of  oiiier  states 
with  this  problem,  however,  does  not  seem  to  lead  to  a  d'ear  and 
definite  conchiaion  on  this  point.  This  Committee  has  coop- 
erated with  the  Tax  Commission  and  the  State  Administration 
in  the  development  of  a  tentative  plan  for  reforming  the  pro- 
cedure in  this  state. 

Present  practice. —  Under  the  present  practice  the  transfer 
ux  proceeding  is  from  its  institution  a  judicial  proceeding.  The 
sorrogate  has  jurisdiction  of  the  determination  of  all  questions 
involved  and  ultimately  fixes  the  amount  of  the  tax.  Proceed- 
ings are  commenced  voluntarily  by  the  executor  or  any  one  inter- 
ested in  the  estate,  by  the  surrogate  of  the  county  of  his  own 
motion,  or  by  the  Tax  Commission  through  its  attorney.  The 
fact  that  the  property  cannot  be  transferred  until  the  tax  is  paid 
nsnally  makes  it  unnecessary  for  the  state  officials  to  take  the 
initiative.  If  the  tax  is  paid  within  six  months  a  discount  of 
five  per  cent  on  the  amount  of  the  taxes  is  allowed  and  if  not 
paid  within  eighteen  months  a  penalty  of  ten  per  cent  per  annum 
from  the  date  of  death  accrues. 

Upon  receiving  the  petition  the  surro^te  enters  an  order  desig- 
nating an  appraiser.    Under  the  existing  system  salaried  appraia- 
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trs  are  appointed  hj  the  Commisaion  in  the  larger  counties  tmJ 
in  the  other  oountiea  the  count;  treasurers  act  in  the  capacity. 
The  appraiser  conducts  a  hearing,  takes  testimony  if  neceii?ary, 
reports  tiie  value  to  the  surrogate  and  to  the  attorney  of  the 
Cotmnission.  The  report  is  confirmed  hy  the  surrogate,  usually 
pro  forma,  and  an  appeal  may  then  be  taken  from  the  sum^aie 
as  an  assessing  officer  to  the  surrogate  as  a  judicial  officer,  and 
can  then  be  carried  up  tbrou^  all  of  the  courts  to  the  Court  of 
Appeals  and  in  some  cases  to  the  Supreme  Court  of  the  United 
States. 

Criticiams  and  suggestions. —  The  procedure  of  thus  formally 
designating  an  appraiser,  whose  report  has  to  be  considered  by 
the  Tax  Commission  and  by  the  attorney  of  the  estate,  and  sub- 
mitted back  and  foith  a  number  of  times  before  transmission  to 
the  surrogate,  accompanied  1^  mu(^  formality  in  the  Surrogate's 
Court,  results  in  delay  in  administration.  In  the  great  major- 
ity of  estates,  probably  ninety  per  cent,  there  is  no  controversy 
as  to  the  value  of  the  transfer  or  the  amount  of  tbt-  tax.  In  such 
cases  there  seems  to  be  no  necessity  for  going  through  this  dabo- 
rate  procedure  ^eirein  the  appraistr  acta  as  an  intermediary 
between  the  representative  of  the  estate  and  the  attorney  of  the 
Tax  Commission.  If  the  report  of  the  representative  of  the 
estate  were  made  directly  to  the  Tax  Commission,  after  a  con- 
ference with  the  attorney  for  the  estate,  and  the  taking  of  testi- 
mony if  necessary,  it  is  believed  that  mndi  greater  expedition 
would  be  accomplished  in  the  settlement  of  the  tax  in  the  vast 
majority  of  estates.  It  would  be  necessary,  of  course,  to  provide 
for  full  notice  to  interested  parties,  and  for  a  judicial  review  in 
cases  where  an  agreement  cannot  be  reached. 

To  facilitate  the  administration  of  the  transfer  tax  the  follow- 
ing tentative  suggestions  are  sulonitted : 

The  representatives  of  the  deced^it  shall  file  with  the  attorney 
of  the  Tax  Commission  in  the  county  of  the  surrogate  havini; 
jurisdiction,  or  if  no  surrogate  has  jurisdiction  with  the  Tax 
Commission,  two  copies  of  inventory  and  report  giving  a  list  of 
the  assets  of  the  estate,  the  value,  the  distribution,  the  names 
addresses  and  relationship  of  transferees,  a  copy  of  the  will  or 
deed  of  trust,  and  such  other  information  as  the  Commission  may 
reqnire.     This  information  shall  be  filed  on  a  form  supplied  by 
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tilt  Tax  Comiuissiou  within  six  mouths  after  the  appointment  jf 
iueh  representative  unless  the  time  is  extended  hy  consent  oi  an 
orJer  of  the  surrogate. 

The  Commission  may  require  a  supplemental  report,  and  the 
Commission  or  its  attomejr  may  subpoena  witnesses  and  compel 
testimony.  Conferences  ma;  be  had,  if  desired,  by  the  repre- 
seniative  with  the  Commisaion  or  its  attorney. 

The  Commiasion  shall  detenoloe  from  the  inventoiy  and  other 
data  before  it  the  value  of  the  estate,  of  the  several  interests 
ir&asferred,  and  the  amount  of  tax  on  each,  and  file  the  report 
with  the  surrogate  having  jurisdiction.  In  the  case  of  non-resi- 
ilents,  if  no  surrogate  has  jurisdiction,  the  report  shall  be  Eled 
with  the  surrogate  selected  by  the  Commission. 

The  surrogate  shall  cause  notice  of  the  filing  of  the  report  and 
the  assessment  of  the  tax  to  be  served  on  all  persons  interested 
including  guardians  and  committeeB.  On  a  date  to  be  specified 
in  the  notice,  the  surrogate  shall  hear  all  parties  interested  and 
may  take  proofs  in  reference  to  the  value  and  tlie  amount  of  the 
ifts.  All  questions  of  law  and  fact  are  to  be  considered  at  the 
hearing.  The  surrogate  may  confirm  the  report,  modify  and 
confirm  the  report  or  order  a  new  report  by  the  Commission  in 
»«Mrdanee  with  the  findings  of  fact  or  principle  laid  down  by 
him.  The  same  proceedings  shall  apply  in  case  of  a  new  report 
from  the  Commission, 

If  necessaiy,  the  surrogate  may  designate  an  appraiser  from 
standing  appraisers  appointed  by  the  Commission  who  shall 
teceive  compensation  for  actual  services  only,  one-half  of  which 
:hall  be  paid  by  the  State  and  the  other  half  by  the  estate. 

The  order  of  the  surrogate  confirming  the  report  shall  be  final 
on  all  qnestions  of  fact.  Appeals  shall  be  to  the  appellate  divi- 
Mnn  on  questions  of  law  only. 

The  adoption  of  the  plan  outlined  would  involve  the  elimina- 
tion of  the  salaried  appraisers  in  several  counties  and  the  elimina- 
tion of  the  county  treasurers  as  appraisers  in  the  other  counties. 
It  *hould  avoid  a  multiplicity  of  orders  in  the  surrogate's  court. 
The  appraiser  now  stands  between  the  attorney  of  the  State  and 
the  attorney  of  the  estate.  The  report  is  transmitted  first  to  one 
ind  then  to  the  other  involving  great  delay  before  it  goes  to  the 
fniTogate,      The   Commission   under   the   sug^sted   plan   would 
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oome  immeciiately  in  contact  with  tiie  attorney  for  the  estate,  and 
in  ninety-nine  cases  out  of  »ne  bnndred  Ae  tax  would  probably 
be  assessed  as  mere  routine. 

MuoaUaueoHs 

Tlw  ^^ortioRme&t  of  state  tues  to  the  localiticE. — The  Com- 
mittee believes  that  the  time  is  near  when  it  will  be  necessary  to 
face  sqwiTely  the  questions  of  the  ^nciples  involved  in  the  dis- 
tribntioB  to  tlie  localities  of  the  taxes  coUeeted  by  the  State. 

At  jffcsent  the  localities  share  in  the  yield  oi  tie  personal 
income  tax,  the  income  tax  on  niercantile  and  manufacturing 
eompaniee,  and  the  motor-reliide  fees.  The  basis  of  apportion- 
ment in  each  case  is  different.  The  reconun^idBtions  made  by 
this  Committee  raise  questions  regarding  the  share  of  the  locsli- 
ties  in  the  proposed  net  income  taxes  on  banks  and  financial  insti- 
tutions,  the  proposed  gross-net  tax  on  public  utilities,  the  proposed 
new  taxes  on  motor  vehicles  and  gasoline,  and  the  proposed  new 
unincorporated  business  tax.  Needless  to  say,  the  interests  of 
t}te  localities  must  be  carefully  saf^uarded,  and  any  plan  mnst 
assume  that  the  localities  will  continue  to  receive  as  much  revenue 
as  tbey  bow  obtain.  But  the  Committee  is  considering  whether 
it  would  be  best  (1)  to  assign  the  entire  yield  of  certain  of  the 
taxes  to  the  localities,  thns  separating  the  sources  of  revenue;  or 
(2)  to  share  the  proceeds  of  the  various  taxes  on  varying  specific 
bases,  ot  (3)  to  pool  tfce  proceeds  of  these  taxes  in  a  general  Sub- 
vention Fund,  from  which  fnnd  the  localities  shall  be  allowed  to 
draw  in  accordance  with  a  more  consistent  set  of  principles  than 
those  which  now  govern  tbe  allocation  of  the  taxes  which  are  at 
present  distributed  back  to  the  localities.  This  problem  ia  one 
which  will  assume  greater  and  greater  importance  as  the  tax  sya- 
tem  of  the  State  develops.  It  does  not  assume  an  acute  form  at 
present  but  the  Committee  believes  that  a  study  should  be  mad<] 
at  once  of  the  entire  question  and  that  an  attempt  be  made  to 
formnlate  the  principles  -^ich  should  govern  the  administTation 
of  a  Subvention  Fund,  since  that  ia  the  form  which  the  solution 
appears  most  Kkely  to  assume. 

Simplification  and  codification  'erf  the  tax  law. —  The  many 
amendments  which  have  been  made  since  the  last  general  revision 
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of  the  tax  law  hare  left  the  code  in  a  confused  and  undear  con- 
dition. Portions  of  the  law  are  obsolete  and  some  of  the  pro- 
risiona  are  confiicting.  If  the  Committee's  reconuaendatioDS  are 
adopted,  it  is  reasonable  to  hope  that  the  tax  law  will  soon  reach 
a  condition  of  relative  stability  which  would  justify  a  careful 
and  thorou^going  revision  of  the  code. 

The  need  for  adequate  statistics. —  The  statistical  investiga- 
tions which  have  been  conducted  bj  the  Committee  have  empha- 
sized the  need  for  adequate  tax  statistics.  It  is  asiomatio  that  a 
tax  system  should  be  based  upon  exact  knowledge  of  the  wealth 
and  tax-paying  ability  of  the  different  elements  in  the  economic 
life  of  the  State,  and  that  serious  inequalities  of  burden  should 
Qot  be  allowed  to  develop.  For  the  guidance  of  the  Legislature 
in  framing  a  just  tax  system,  and  in  determining  the  burden  of 
taxes  upon  different  elements  in  the  community,  complete  sta- 
tistical information  should  be  readily  available.* 

Decision  as  to  the  statistics  which  should  be  compiled  and  cur- 
rently published  by  the  Tax  Commission  should  be  made  after  a 
special  study  of  the  problem,  and  after  consultation  between  all 
bterested  departments  of  the  State  government  and  associations 
of  tax  experts.  The  value  of  the  statistics  at  present  gathered 
shonld  be  carefully  weighed,  and  the  publication  of  facts  not  of 
use  should  be  discontinued.  That  certain  additional  facts  not 
now  compiled  should  be  currently  published  has  been  revealed  by 
the  work  of  the  present  Committee. 

These  changes  may  call  for  minor  alterations  in  organization, 
and  the  creation  of  a  small  statistical  staff  within  the  Tax  Com- 
mission. No  material  change  would  be  necessary  and  no  con- 
siderable expense  involved  in  such  a  program.  Since  material 
bearing  closely  on  related  subjects  is  gathered  by  other  depart- 
inenta  of  the  State  government,  an  organization  plan  should  pri>- 
ride  for  collaboration  between  departments  in  the  compilation 
and  publication  of  these  statistics. 


*Ai  u  exampla  of  the  ntUitr  of  nirb  flgum  nfannn  may  be  mada  to  tl 
•Kane  ■totkticm  M  Ibe  proent  time.  Sucb  locaUHd  data  would  bs  of  vsry  m 
dncmilnint  the  nlation  helvcen  local  exrenditun*  and  ths  malth  and  ineon 
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Object  and  Scope* 
Object  of  tlie  inveitisatioii. —  Thie  report  fiumsisrizefl  tke  le- 
solts  of  «x  investigatioQ  undertaken  for  tlie  poipoee  oi  deter- 
mining ike  uriative  barden  oC  present  tutee  on  corpeTatioiu  in  New 
Qfofk  State.  Under  tlie  existing  laws  different  types  of  eorpota- 
tioos  «re  tased  ob  difFerent  bases.  Smne  pay  in  praportiou  to 
their  net  income.  Others  are  taxed  on  their  grosa  eiiniings 
or  QzetBS  ^Tidends.  Taxes  oat  ceitun  corpomtions  are  levied 
OB  capital  stock,  or  on  cajatal,  surphn  and  ondiTided  profits. 
Cambised  vitk  tliese  Taiyisg  clASBificatiana,  iriddi  ent  uanaa 
eacfa  a^ax  is  drrane  ways,  are  gemxal  property  taxes  and  special 
franchise  taaes.  The  c<HnpIiQated  ducacter  of  the  oorporatioa 
tax  BTstem  has  Tendered  difficult  a  ready  companKHi  of  t^  bufden 
of  taxBB  on  'difFeraiit  classes  of  oorpocations. 

Am  attenipt  is  sutde  in  the  f  cdlowing  p^es  to  reduce  the  prob- 
lem to  qButitatiTe  temu,  on  a  caauaoR  basis,  in  (arder  th&t 
eiectiTe  companson  may  be  poeaftle. 

Specifically,  the  following  have  beNi  tiie  ends  in  view: 

1.  The  compilation  of  availaUe  data  oa  the  «apitaJ  and  incttme 
of  different  types  of  corporations  in  New  Yoj±  State.  Where 
complete  aggregate  figures  eould  sot  be  obtained,  TepreseDtative 
samples  were  studied. 

2.  The  assembling  of  all  arailnblc  informatioB  concerning  the 
uiounta  paid  in  taxes  to  the  9tate  oi  New  York  wider  existing 
laws  by  different  classes  of  corporations. 

3.  The  detgemination  of  tiie  barden  of  geseral  tax  charges  upon 
diSerent  classes  of  corporations.  To  facilitate  comparison,  tax 
payments  have  been  reduced  to  a  common  basia,  in  so  far  as  this 
was  possible. 

4.  The  determination  of  the  burden  of  specific  taxes  upon  the 
different  classes  of  corporations  paying  them. 

'The  CoiDiDlttra  deiire  to  ■cknovledKe  the  aifl  lAlcb  biB  been  given  tn  tbe 
IHlptntloD  of  thiK  report  by  tlie  oOlea  at  the  Conmliaiooer  af  Internal  ReTi>Dii«, 
"--'■' 1.  D.  C,  me  Tbk  Ctuanasaloa  and  -Uw  PnUlc  egrrlcc  Commission  of  the 


tt  ^  New  Tori,  the  afflee  dt  the  SaperlDtendeirt  of  Sksks  Rod  the  uOee  ti  the 
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5.  The  assembling  of  such  additional  material  as,  in  conjunc- 
tion with  the  above,  mig^t  be  of  use  to  the  Committee  in  framing 
proposals  for  changes  in  the  tax  system  and  in  determining  the 
practical  effects  of  such  changes. 

Scope  of  study  and  sources  of  information. —  For  the  purpose 
of  this  stud;,  the  corporations  in  the  State  have  been  grouped  into 
three  general  claases,  with  minor  BiibdivisionB.  These  classes  are: 
(1)  Mercantile  and  Manufacturing  Corporations  taxed  under 
article  9-a  of  the  tax  law;  (2)  PuUic  Service  Corporations; 
(3)  Financial  Institutions.* 

The  ftfoblem  of  dealing  with  the  first  group  has  been  rdiativelj 
simple,  in  that  these  corporations  pay  a  straight  tax  of  i^  per 
cent  on  their  net  income.  The  essential  proUem  has  been  that 
of  reducing  the  complex  taxes  paid  by  the  other  two  groups  to 
such  terms  that  comparison  with  the  first  group  might  be  possible. 

Published  statistics  dealing  with  the  capital  and  income  of 
these  three  classes  of  corporations  in  New  York  State  have  been 
summarised  and  studied.  It  has  been  necessary,  in  addition,  to 
cvnduct  an  intensive  survey  of  all  banks,  trust  companies  and 
investment  companies  iu  the  State,  and  of  a  r^resentative  list 
of  public  service  corporationa. 

The  sources  of  information  are  listed  in  detail  below: 

I.  Gtenwal  «ourc«e,  all  cla8»e«  of  corporationa. 
1.  United  SUtM  Gorsmment  DepartmenU. 

Treaiury  Department;  Division  of  Internal  Revenue. 
atatittiot  of  iMome— 1»16,  1917,  1918. 
In  addition  to  the  pubtiebed  statietlca  of  the  Division  of  Intern*! 
Revenue,  the  Secretary  of  the  Tre&surj,  upon  the  reqneet  of 
this  Committee,  pre^red  the  foUoving  defiled  tabba,  based 
upon  the  tax  retume  of  corporationa  i^  New  Toik  8tat«: 
Table  1.    Showing  sonrres  of  corporate  inooDW  and  uatare  of 
deductions,  by  tndiiatTial  group*,  t<a  oorporation*  in  Mew 
York  State,  for  the  year  1918,  with  detailed  information 
for  the  following  ■ub-elaiMe: 
Transportation  and  other  public  utilities: 
Bteun  railroads. 
Electric  railways. 
EzpretB  companies. 
Electric  light  and  power  companies. 
OsiB  companiea 

Telephone  and  telegraph  companies. 
Water  works. 
AH  other  public  ntilitiea 
Totil,  transportation  and  other  public  utilities. 


■  Interaace  conpantcs  arc  not  Included  In  the  above  clairiflcstlon  of  Onaneta) 

-"■— —     ""- ■' — '  «  later  InvettlxaUOT  ttf  the  Inirden  of  tain  on  Innr- 

■  Mpaiate  leetlon  below.    Ot-  i»Sra,  pp.  26.^100. 
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Bulking  ftud  raUttd  biuInaM; 
NatiDQBil  banks. 
SUt«  banks. 
Trust  com|uuil«s. 
All   other   corporatioDS  engaged   in   Iwnking  and  ralat«d 

biuinesa. 
Total,  banking  and  related  business. 
Table  Z,  Corporation  returns  —  Diitribution  by  industries  for 

New  York  SUte,  for  the  year  1918. 
Table   3.   AggregatA   figures   tor   banks   and   public   utilities   In 
New  York  State,  classified,  giving,  for  the  following  classes 
of  corporations: 
a.  Amounts  reesired  in  tiie  form  ot  dividends  from  other 
corporations   subject   to   federal   income    tax,    in    ths 
year  1918. 
h.  Amounts  receired  as  non-taxable  interest  on  federal  bonds 
in  the  year  1918. 
Transportation  and  other  public  utilities: 
Steam  railroads. 
Electric  railwaTS. 
Express  (wmpames. 
Electric  light  and  power  companies. 
Gas  companies. 

Telephone  and  telegraph  c<mpanles. 
Water  works. 
Ail  other  public  utilities. 

Total,  transportation  and  other  public  utilities. 
Banking  and  related  business: 
National  banks. 
SUte  banks. 
Trust  companies. 
All    other    corporations    engaged    in    banking   and    related 

business. 
Total,  fcanking  and  related  business. 
Department  of  Commerce,  Bureau  of  the  Census. 

CeiiBus  of   Manufactures,    1900,   1014.     Advance   sheets   of   1919 

Census  <k  Electrical  Industries,   IWTI,  1012,  19IT. 
SInancUl  Statistics  of  State,  lOlfi,  1917. 
Taxation   and   Rerenue  Sjstema   of   State  and   Local   Govern- 
ments, 1914. 
2.  New  York  State  Qovemment  Departments : 

Reports  and  records  of  the  State  Tax  Commission. 
Reports  and  records  of  the  State  Comptroller. 

Figures  in  all  published  reports  have  been  analyzed  and  addi- 
tional information  has  been  secured  from  the  original  records 
in  the  files  of  the  Tax  Commission  and  the  Comptroller, 
n.  Additional  Sources  of  Information,  Public  Service  Corporations. 

1.  Reports  and  records  of  the  United  States  Interstate  Commerce  Com- 

misiion.  In  addition  to  Ita  published  reports,  this  Commission 
permitted  the  Committee  to  uUlin  its  valuation  figures  for  railroads 
in  New  York  State,  in  so  far  as  the  work  of  valuation  had  been 
completed. 

2.  Reports  and   records  of  the  Public  Service  Commiaston   of  the  State 

of  New  York. 
A  detailed  analysis  of  the  returns  to  this  Commiaaion  by  public 
aervioe  corporatlona  has  been  made.  All  public  utilities  in  the 
State,  tbe  returns  of  which  were  complete  for  the  ten-year 
period,  1911-1020,  have  been  included  in  this  study.  The  follow- 
mg  is  a  claasiflcation  of  the  corporations  studied : 
Steam  railroads. 
Electric  railways. 
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Telephone  and  telly  m\ih  coi^ierNtionB. 
Gas  and  electric   corporatione : 

a.  Electric  light  and  power. 

b.  Gas  and  electric    (combiJMdI. 
c  ItemfactuFsd  ^e. 
d.  Natural  ^as.  i 

A  list  of  public  nuljtace,  ooBsistin^  oi  all  those  whose  reports   witb 
the  PmUIc  fiepvice  Oomntwiea  were  comidete  ttw  the  ten-vear 
period,   I»ll-l:a24,  wm  eiEcnlariMd  in  ardor  that  cerUin    addf- 
tieaad  iafarauUioQ  ntigbt  be  nhtainnd      The  vedutts  secured    are    ' 
flnmnarimd  in  tbc  t«Ue  on  ttin  pa^e. 
III.  Additional   Sourcea   of  Information,  FtiBMUiM  laetitutionB. 

1.  B^orta  and  Teeorfa  o(  the  Ctinptnlb  -of  ite  Cuirenc;. 

2.  lUproti  laid  Kcorda  «I  the  Snperiiri^adBiit  of  BnkB,  State  of  New  York. 
For  the  purpose  of  obtaining  certain  material  in  addition  to  that  obtained 

from  the  ahove  sources,  all  Hational  Banks,  State  Banks,  Savings 
Banks,  Trust  Compaaks,  and  Investment  Companiei  in  the  State 
were  circularized.  A  statement  sltowing  Ibe  response  t«  the  question- 
naires sent  to  the  public  utilities  and  £nancial  institutions  foilow^: 
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With  very  few  eiceptionsj  tlie  finanrial  institirtions  and 
pobUc  aerriee  «arporBtiDDS  caJlsd  ufXHi  were  ppompt  to  oo-operate 
witli  tie  ■Committee  in  ita  wort. 

Stunmary  of  Annual  Taxes  Paid  "by  Coi^arations 

Tbe  £oIlowiDg  brief  outline  of  tlis  tajies  paid  by  the  different 
classes  of  corpoTBlitms  qperatiiig  in  New  York  State  will  serve 
as  a  background  for  Che  later  -duciisaioD.  No  atten^  is  made  to 
explain  the  various  provisions  of  the  tax  law  in  detail. 
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—  TaxH  Paid  by  BiMJaiM  OoTpsHbtioDi. 

(The  Urm  "liiiiilwii  oocporatkaui "  covers  mcicuitile  and  rnaau- 
iactwiqg  corporatuiiiB,  excluding: 
«.  Saul  «etala  oorf  oratioBB. 
h.  Holdii^  eorpondioiu. 
&  TraneportaUim  and  b'aoaniaaioii  ooipBratiena. 

d.  Elevated  or  lurfaM  taUroads  not  npwated  1^  ateaio. 

e.  Waterworks  compaDieB,  gas  companies  electric  or  eteam  heat- 

ii^  U^itiqg  and  power  ccwipaaiea. 

f.  Inaurance  Eorporatiooa. 

ff.  Hanks,  Stata  and  Tiaitiftnii.1 


i.  Tmst  companies. 

j.  Investioaiit  compaaiea. 

See  article  d-a,  section  210,  Tax  Law). 

1.  Francliiie  Tax  particle  S-a,  Tax  La»).  iy,  per  cent  on  net  income. 

(Hinimnm  tax  to  be  not  less  fban  $10  and  not  less  than  one  mill 
upan  each  dollar  of  iatued  capital  stock). 

(D^nition  ol  net  incoaie;  "total  net  inosme  before  any  deduc- 
tions have  been  made  for  taxes  paid  or  to  be  paid  to  the  Got- 
enunent  of  the  TInitad  States  en  either  profits  or  net  income 
or  for  any  losses  austainred  by  Uie  oorporation  in  other  flscal 
or  calendar  years  wfaethor  deducted  by  the  OovernmeDt  of  the 
TJniled  Statea  or  not."    fiection  20S,  article  9-a,  Tax  Law). 

2.  Gaueral  Fropexty  Tax  (arUcIss  1-G  iuduaive,  Tax  Law). 

(Business  corporations  are  taxable  on  real  property  and  certain 
fixed  equipment;  they  are  axenvpt  trua  the  ^yment  of  taxes 
en  peraooal  property.     See   article  9-a,  sections    21f^i,  219-j. 
Tax  Law). 
—  Taxes  Paid  (w  Financial  InBtTtutu)n& 

1.  State  and  T^atkinal  Banks. 

a.  Bank  Stock  Tax  [article  1,  sectuui  13,  article  2,  seetiona  23-24, 
Tax  Law). 
1  par  cent  on  value  of  shares   (total  value  of  shares  equal 
to  capital,  surplus  and  undivided  profits) . 
h.  General  Property  lax  (arUclea  1~£  ijiduaive.  Tax  Law). 

(Institutions  paying  the  bank  stock  tax  are  taxable  only  on 
real  property;  they  are  exempt  from  the  payment  of  taxes 
on  personal  prnfierty.    See  arlMe  2,  aeetion  24-c) . 

2.  Trust  Companies. 

a.  Franchise  Tax   (article  9,  aeetion  188,  Tax  Law) . 

1   per  rent  on  capital,  surplus  and  undivided  profits   {based 
on  average  during  preceding  year). 
h.  General  Property  Tax. 

(On  real  property;  trust  com^nlea  are  exempt  from  pay- 
inani  of  taxea  an  pcraonal  prc^rty.  See  article  B,  sec- 
tion 20fi,  Tax  Law). 

3.  biveabaent  Companies. 

a.  Franchise  Tax   (ortscle  S,  foctiou  ISfi-a,  Tax  Iaw). 

lU  Biills  ior  each  dollar,  face  value,  of  capitaL 
1  per  cent  on  surolus  and  undivided  profits. 

b.  General  Propt^y  Tax. 

(On  real  property;  investment  companies  are  exempt  from 
payment  of  taxes  on  personal  property.  See  article  9,  sec- 
tion Z0&,  Tax  Law). 

4.  Savinp  Banks. 

a.  Aanchise  Ikx  (see  arHcls  9,  section  189,  Tax  Law). 

1  per  cent  on  par  value  of  surpluR  and  undivided  earnings. 

b.  Genial  Property  Tax. 

(On  real  and  personal  property;  deposits  in  savings  banks 
exempt  from  taxation). 
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6.  In«iir«nc«  CoiporatioDs  and  Surety  Companiea. 

«.  FruidiiM  Tuc  (uticle  ft,  Mction  I«T,  Tax  Law). 

1  per  cent  on  exce&a  of  groia  amount  of  prenuunu  chui-Kcd. 
oTer  deductioua  aUow^  b;   law,   on  tnuincM  done  witJLin 
thia  Stata  during  preTious  calendar  yeai. 
b.  General  Property  Tax  (on  real  and  peraonal  property). 
C  — Taxei  Paid  by  Public  Service  Corporations. 

1.  Steam  Railroada. 

a.  Qeneral  Franchiae  Tax    (article  9,  section   182,  Tax  I^w). 

(Franchiao  tax  ia  based  upon  the  capital  atock  of  the  eorpo- 
ration.  Tax  rate  variahle,  depending  upon  diridead  imt«, 
relation  of  aaaeta  to  liabilities,  and  average  price  of  stodc 
sold). 

b.  Additional  Franchise  Tax  (article  S,  tection  164,  Tax  Iaw). 

One-half  of  1  per  cent  on  gnne  intra-State  •amii^  (not 
indnding  eaniinge  derived  from  buaineaa  of  an  intantata 
character). 

c.  Special  Franchiae  Tax  (article  2,  aectiona  44-4>,  Tax  Law). 

(Tax  CommisBion  annually  detarminea  valuation  of  apeciaJ 
franchises  subject  to  usessment  in  each  city,  town  or 
village.  Final  equalized  valuation  ia  the  aiseued  TaluatJon 
on  which  all  taxes  Ijased  upon  special  franchiae  are  levied 
by  local  autboritiee.  Tangible  property  situated  upoQ 
BtreetB,  highwaya,  public  places  or  public  waters  in  connec- 
tion with  the  special  franchise  ia  taxed  with  auch  franchise). 

d.  General  Property  Tax. 

(Real  and  peraonal  property,  excluding  that  which  is  asscBed 
with  special  franchiaes,  is  taxed  under  this  head) . 

2.  Telephone  and  Tel^[raph  Companies. 

(Taxed  upon  same  basis  as  steam  railroads]. 

3.  Elevatod  or  Surface  Railroada  not  operated  by  ateam. 

a.  Franchise  Tax    (article  9,  section   ISS). 

1  per  cent  on  gross  earnings  from  all  sources  within  the  State. 

3   per   cent   upon   amount   of   dividends   declared   or   paid    in 

e:ices3  of  4  per  cent  upon  actual  amount  of  paid-up  capital. 

b.  Special   Franchise   Tax    (article   2,  aectiona   44-49,  Tax  Law). 

(Same  as  steam  railroada). 

c.  General  Property  Tax  (same  aa  steam  railroads). 

4.  Other  Transportation  CtMnpaniea  (taxed  upon  same  basis  aa  ataaai 

railroads) . 
6.  Waterworka  Companies,  Gaa  Companies,  Ellectric  or  Steam  Heating, 
Lighting  and  Power  Compa^iea. 

a.  Franchise  Tax  (article  0,  aection  186). 

One-half   of   1   per   cent  on   groas  earnings   from   all  »onrce« 

within  the  State. 
3  per  cent,  upon  amount  of  dividends  declared  or  paid  Id  excesa 

of  4  per  cent  upon  actual  amount  of  paid-up  capital. 

b.  Special  Franchise  Tax   (article  2,  sections  44-49,  Tax  Law). 

(Same  aa  for  steam  railroads). 

c.  General  Property  Tax   (Same  as  steam  railroada). 

D  —  Taxes  paid  by  corporations  not  included  in  the  above  claases. 

1.  Rraltj-  Companies. 

a.  General  Franchiae  Tax   (article  9,  aection   182,  Tax  Law). 

(Franchise  tax  based  upon  the  capital  stock  of  the  corpo- 
ration). 

b.  General  Property  Tax   (on  real  and  personal  property). 

2.  Holding  Companies. 

a.  General  Franchise  Tax  (article  9,  aection  182,  Tax  Law). 

b.  General  Property  Tax  (on  real  and  personal  property). 
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Oeneral  Oonsiderations 

The  summarj''  of  the  exifting  corporation  tax  laws  of  Kew 
York  State,  presented  above,*  indicates  the  diverse  bases  on 
which  corporations  are  taxed.  The  chief  object  of  the  present 
investigation  baa  been  to  reduce  the  taxes  actually  paid  hy  cor- 
porations to  a  common  basis  in  order  Uiat  a  comparison  of  the 
relative  burden  might  be  facilitated. 

In  attempting  to  measure  the  relative  burden  of  taxes  a  double 
problem  is  involved.  In  the  first  place,  it  is  important  to  know 
how  a  Bjutem  of  taxation  affects  the  different  corporations  within 
a  given  group,  as,  for  instance,  to  determine  whether  a  given  tax 
falls  most  heavily  upon  small  or  large  institutions.  It  is  also 
important  to  determine  the  relative  weight  of  the  tax  burden  on 
different  classes  of  corporations,  such  as  business  corporations, 
public  utilities  and  financial  institutions.  The  pages  immediately 
following  are  devoted  to  a  consideration  of  this  double  problem. 
Xet  income  has  been  adopted  as  the  standard  beat  adapted  to 
the  measurement  of  tax  burden. -j-  For  each  class  of  corporation 
an  attempt  is  made  to  express  the  amount  paid  in  taxes  as  a  per- 
centage of  net  income,  though  the  original  levy  may  have  been 
upon  an  entirely  different  base.  Inasmuch  as  business  corpora- 
tions in  New  York  State  are  now  taxed  upon  net  income,  the 
problem  has  been  that  of  reducing  to  the  same  base  the  taxes  paid 
by  other  classes  of  corporrtions. 

At  the  outset  it  is  necessary  clearly  to  define  the  term  "net 
income,"  and  to  indicate  certain  divei^;ent  uses  of  the  term.  Net 
income,  as  defined  in  Article  9-a  of  the  New  York  State  tax 
law,  dealing  with  the  taxation  of  business  corporations,  "  means 
the  total  net  income  (as  reported  to  the  Commissioner  of  Internal 
Revenue  of  the  United  States)  before  any  deductions  have  been 
made  for  taxes  paid  or  to  be  paid  to  the  government  of  the  United 
Stvtes  on  either  profits  or  net  income  or  for  any  loeses  sustained  by 
tlie  corporation  in  other  fiscal  or  calendar  years,  whether  deducted 
by  the  government  of  the  United  States  or  not  "  (Art.  9-a,  §  208. 

•  SapTO.  P-  ITI  el  tCf. 

t  Of.  Tb<  dlaranfon  Of  tb*  relation  between  tliM.  net  Income  and  gron  iDcoma. 
hfrm.  pp.  3«B-8«5, 
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Taz  Law),  The  basis  for  the  determmatioQ  of  net  income  foi' 
state  purposes  is  thus,  fundamentally,  net  income  aa  defined  in 
the  federal  revenue  act  Centain  itexaa  exempt  from  taxation 
under  the  federal  law  are  taxable  under  the  New  Yoit  la^. 
These  are: 

(1)  Dividends  from  other  corporations  subject  to  the  fed'Cral 
income  tax  and 

(2)  Non-taxable  interest  on  federal  bonds. 

With  the  exception  of  the  net  loss  provision  noted  above  and 
the  inclusion  of  these  two  items,  taxable  net  income  in  New  York 
State  corresponds  almost  exactiy  to  income  taxable  under  the 
federal  law* 

This  definition  of  net  income  has  been  adopted  in  the  tables 
relating  to  financial  institutions.  All  the  financial  instituticms 
in  the  state  (excluding  insurance  corporations)  were  requested 
to  furnish  the  Committee  with  information  as  to  the  amount  re- 
turned as  net  income  to  the  Commissioner  of  Internal  Bevenue, 
the  amount  received  as  dividends  from  other  corporations  subject 
to  the  federal  income  tax,  the  amount  received  in  non-taxable  in- 
terest on  federal  bonds,  and  the  amount  deducted  for  losses  sus- 
tained in  other  years. 

By  adding  these  four  items  a  figure  almost  exactly  equivalent 
to  the  net  income  on  which  business  corporations  are  taxed  in 
New  York  State  could  be  obtained.  The  returns  received  from 
the  financial  institutions  were  satisfactory  except  in  regard  to 
tte  last  item  —  deductions  for  losses  sustained  in  other  years.  As 
some  institutions  resumed  answers  to  this  question  which  were 
obviously  incorrect,  none  of  these  returns  was  used.  Fortunately 
this  item  was  so  small  as  to  be  negligible  in  the  ease  of  financial 
institutions.  The  results,  thereforej  are  not  sensibly  affected 
by  the  faDure  to  take  account  of  it. 

A  direct  and  accurate  comparison  of  the  tax  burden  upon  the 
financial  institutions  and  business  corporations  is  thus  possible. 

•  For  tbt  rtetallB  nf  thp  rpderal  fleHnltlmi.  Kf  RefnilBtlaoi  4S  rclatloK  to  tte 
ttttatu:  wai  Wit  Pnfit*  inl  Bx»s*  PtoBti  "Rii  -msaer  1h»  Rfwine  Art  of  IBW. 

Sttlcllr  Bpeakbig,  the  Btatement  at  given  above  li  anhject  to  thli  addtttoul 
VaaHICBtlmi :  Qst  Flatinn  la  atntsnicnt  coder  Hnrtlan  314  [a-l^)  la  Vte  Pedml 
Revenue  Act  ot  I91f)  mar  "ot  be  dnlacted  Is  atrlvLnx  at  n^t  Incamr  for  parpoMi 
of  th«  alate  tax  uatli  a  -teal  AetBivfBMItiH  »t  thp  mnnaat  Is  naCe.  Ttif  nrttna 
cited  iHTinltii  a  dpdnctlno  In  the  federal  aasetmnent  based  uiKin  a  Ion  dne  to  ■ 
lateiial  rednc^on  In  thr  ralne  of  an  Inventory  at  the  end  o(  1B18.  The  STate 
___  — .  .„vi»  1...  i.«^p„„p  „f  ^^jj  lomes.  when  flnallr  datccmliicd.  kmt  doei 
n  thB  f™tatl*w  hmth  pemlttrd  by  the  f«dn«I  »    - 
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The  difficuhuB  ar»  giester  with  regard  to  public  utilities.  In 
determiniitg  the  burden  of  taxes  upon  this  class  it  was  essential 
ro  secorw  a  baae  period  eoTwing  «ght  or  ten  years  in  time,  since  the 
conditifRt  of  the  pablic  service  eorporatioos  during-  the  last  sereral 
vcara  baa  be«i  somewhat  abnormal.  The  reports  submitted  an- 
nnally  to  the  Public  Service  CommisBion  of  the  State  of  New 
York  have  provided  ezceQent  material  for  a  study  of  the  relation 
of  taxes  to  income.  The  sole  difficulty  has  arisen  from  the  fact 
that  net  income,  as  defined  in  the  regulations  of  the  Public  Service 
Commission,  does  not  correspond  to  net  income  as  reported  to 
the  tax  authorities. 

A  full  discuseion  of  the  detailed  differences  is  impossible  in  the 
present  report.  In  brief,  net  corporate  income,  as  given  in  the 
reports  of  the  PuhKc  Service  Commission,  is  equal  to  total 
revenues,  operating  and  non-operating,  leas  expenses,  taxes,  uncol- 
lectible bills,  sinking  fund  accruals  and  certain  other  contractual 
deductions,  such  as  rent  and  interest.*  While  net  income  as 
here  defined  does  not  depart  widely  from  the  federal  definition, 
there  does  not  seem  to  be  a  direct  and  consistent  relationship 
betweffli  the  two  items.  The  cause,  no  doubt,  lies  in  the  lack  of 
thoroughly  standardized  accounting  practices. 

One  change  is  made  in  this  item  in  using  it  in  the  present 
report.  In  working  out  the  tax  ratios  for  public  utilities,  the 
total  sum  paid  in  taxes  has  been  added  to  net  income  to  correct 
for  the  previous  deduction  of  this  item.  Thus  the  basis  of  all 
the  public  utility  tax  ratios  is  net  income  before  taxes  have  been 
deducted. 

la  comparing  these  ratios  with  the  ratios  for  business  corpora- 
tions and  financial  institutions,  this  difference  in  the  meaning;  of 
not  income  must  be  borne  in  mind.  While  general  comparisons 
are  not  invalidated  by  this  difference,  attempts  to  make  refined 
romparisons  would  be  out  of  order.  As  between  public  utilities, 
of  course,  this  objection  does  not  hold,  for  the  base  is  the  same 
for  all  classes  of  public  utilities. 

Certain  other  teorms  u«d  in  the  csiios  for  public  utilities  ahmild 
be  expbdned.     Net  wartii  as  here  used  is  the  emn  of  the  follow- 


*  T«t  ft  m«t«  raovMe  CeOnttton,  ••«  Untftrm  Blfttem  oj  AtmMMti  tor  ElteU 
torpvntton;  New  Toik  State  Pnbllc  SetTl««  CommlMloii.  1*08,  ».  VI,  nc.  !«. 
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ing  items :  "capital  stock"  and  "surplus"  (or  "deficit");  "re- 
serves" and  "undivided  profits."  This  is,  of  course,  mereljr 
a  bookkeeping  figure  for  net  worth,  and  in  some  cases  includes 
items  which  could  be  questioned  as  representing  elements  of 
present  value.  The  item  "gross  earnings,"  as  given  in  this  re- 
port, is  the  Bum  of  operating  revenue  and  non-operating  rereoue, 
as  reported  to  the  State  Public  Service  Commission. 

The  Borden  of  Taxes  on  Boainess  Corporations 

Inasmuch  as  the  tax  on  business  corporations  is  now  on  an 
income  basis,  this  class  has  been  used  rs  the  standard  to  which  the 
other  groups  have  been  compared.  The  exact  status  of  the  cor- 
porations falling  within  this  class  should  be  made  clear,  however, 
before  the  taxes  paid  by  other  corporations  are  discussed.  The 
basic  tax  now  paid  by  business  corporations  *  is  a  4'/^  per  cent  tax 
on  net  income  as  defined  above.  This  is  in  lieu  of  all  other  fran- 
chise and  personal  property  taxes.  These  corporations  are  taxed 
in  addition,  of  course,  upon  all  real  property  held,  certain  forms 
of  fixed  equipment  being  included  in  the  definition  of  real 
property. 

The  amounts  paid  by  corporations  taxed  imder  Article  9-a  of 
the  tax  law  are  shown  below  for  the  last  four  years  (fiscal  years 
ending  June  30th).  The  figures  for  1918  and  1919,  it  should 
be  noted,  represent  taxes  collected  when  the  franchise  tax  was 
?i  per  cent  of  net  earnings,  while  the  1920  and  1921  figures  rep- 
resent iy2  per  cent  of  net  earnings. 

TABLE  1 

Hecbii'ts  From   Tax  on  Bcsinesb   Corpobatioks 

Year  Receipts  f 

1918    $13,676,676 

1919    19,785,618 

1920    29,789,350 

1921    42.389,323 

In  addition  to  the  basic  tax  of  iVn  per  cent  on  net  income, 
business  corporations  are  subject  to  taxes  on  real  property  as 

■  m«  clBCt  mMdlns  of  tbli  tern  ii  made  clear  aboTe  In  Uie  nimnar;  at  filatlni 
ooTpontlon  rai  lair*.     Ct.  tupra.  p.  177. 

tTk«  1B19  ngnn*  Include  aonie  taiei  levied  In  1918.  but  nnt  MUectcd  till  1919 
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noted  above.  For  reasons  which  are  discussed  in  more  detail 
below,*  these  property  taxes  are  not,  in  general,  as  burdensome 
u  are  other  direct  taxes.  The  amount  of  such  taxes  paid  1:^ 
bnsine^  corporations  may  be  noted  in  passing,  however.  While 
specific  figures  are  not  obtainable,  this  amount  may  be  approxi- 
mated by  multiplying  the  total  assessed  values  of  property  held 
by  business  corporations  by  the  average  tax  rate.  In  1920  the 
amoant  paid  in  property  taxes  by  mercantile  and  manufacturing 
cfarporations  was  approximately  30  millions  of  dollars  or  4^4  per 
cent  of  their  total  net  income.  Thus  total  taxes  paid  in  New 
York  State  by  business  corporations  under  existing  laws  would 
be  about  9  per  cent  of  their  net  income.  This  percentage  would 
be  slightly  lower  (about  8.66)  if  the  baee  taken  were  net  income 
before  any  taxes  were  deducted.t  Later  reference  will  be  made 
to  these  figures  in  comparing  the  burden  upon  these  companies 
with  the  burden  of  taxes  on  other  corporate  groups.^ 

The  Burden  of  Taxes  on  Financial  Institutions 

The  classes  of  financial  institutions  studied  in  the  present  sec- 
tion are  national  and  state  banks,  trust  companies,  investment 
companies  and  savings  banks.  The  taxes  paid  by  these  institu- 
tions have  been  summarized  alx>ve.§ 

In  brief,  national  and  state  banks  pay  annually,  on  behalf  of 
their  stockholders,  a  tax  of  one  per  cent  on  the  value  of  their 
shares  of  stock.  As  the  value  of  the  shares  is  baaed  upon  the 
capital,  surplus,  and  undivided  profits  of  the  individual  banks, 
the  tax  amounts  to  one  per  cent  of  capital,  surplus,  and  undivided 
profits.  Trust  companies  pay  a  franchise  tax  of  exactly 
the  same  percentage  of  their  capital,  surplus,  and  undivided 
profits.  Investment  companies  pay  a  franchise  tax  calculated  upon 
a  double  basis ;  it  is  equal  to  one  per  cent  of  surplus  and  undivided 
profits,  plus  one  and  one-half  mills  on  each  dollar  of  capital  stock. 
Savings  banks  pay  a  franchise  tax  equal  to  one  per  cent  of  the 
par  value  of  surplus  and  undivided  earnings.  In  addition,  all 
these  institutions  are  subject  to  a  tax  on  their  real  property. 

•  Of.  ^tr*,  pp.  19a,  IM. 

t  Attenttm  ikonM  b«  caHed  to  the  fact  that  tli«  bate  used  tn  thei«  calcnUtlanB 
h  that  part  of  tte  total  D«t  Income  of  buatneii  eonioratloiii  which  bai  been 
'Dncated  to  New  Toik. 

t  Injra,  pp.  IM.  K^M\. 
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The  Bmcmiita  collected  {ram  financial  iiwtitntiana  in  tke  focm 
of  bank  stock  or  fnaehiae  taxes  are  ginn  ki  th«  following  tabl^ 
coTering  the  period  1&17~1&30.  The  figiuea  i»r  national  and 
state  banks  Inve  been  estimated  hj  dmding  the  total  nmipta 
f  rmn  tbe  bank-etock  tax  between  these  two  classes,  the  basis  beisg 
the  aggregate  capital,  surplsa,  and  undivided  piefita  of  the  two 
groups.  The  fact  has  beea  noted  elaewbeze  that  these  fignrea^ 
whiich  are  aetaal  receipts  b;  fiscal  years  eatdisg  Juae  30th,  ^ow 
a  lag  of  one  year  when  eiKnpaied  with  the  direct  rrtoms  from  tbe 
banks,  whi(±  have  been  used  in.  ccnnpoluag  the  other  tahLee  ia  this 
secticm. 

TABLE  2 
BicBiFTS    Fbom    Bank    Stock    ob    Franohise    Taxsb    on 

FlNAlTOIAL    InSTITDTIOKB* 


CLA33  OF  CORPORATION 
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What  do  these  taxes  amount  to  in  terms  of  net  income  1  This 
question  must  be  answered,  Erst,  for  the  different  corp(»'ations 
falling  within  a  given  class,  and,  secondly,  for  the  class  as  a 
whole,  in  order  that  comparison  with  business  corporations  may 
be  made. 

The  first  question  relating  to  the  burden  of  taxes  upon  the 
members  of  a  given  class  is  answered  specifically  in  the  five  tables 
immediately  following.  Table  3  shows  the  percentage  of  net 
income  paid  in  the  bank  stock  tax  by  398  national  banks  in  New 
York  State,  classified  according  to  size.  Net  income,  as  here 
used,  has  been  defined  above.  Both  the  income  and  tax  figures 
are  averages  for  the  three  years  1918,  1919,  and  1920.  The 
remaining  tables  present  similar  figures  for  the  ether  daaaee  of 
financial  institutions. 
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to  110,000,000;  6iu>  c,  IIOO.OOO  to  ti.aio!ooo:  ud  diui  D. 
(Two  Btat«  banks  reported  sn  ATerage  deficit  for  this  period) 
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TABLE  5 

Pebcbntaqb  op  Net   Ikcous  Paid  im   Fbaitchisb  Tax   bt 
Tbtjst  C0HFARIE8  IN  Nbw  Tobk  State 


(Ooe  trust   company  reported   1 


th  cHiltal,  niTpIiia  and  andlTldad  Bndb 
«lTi»0,000    to    110,000.000;    Clui    C. 

average   deficit  for   this   period) 


TABLE  6 

Pbbcbktaox  op  Net  Income  Paid  in   Fkanohise   Tax  bt 

Intzsthbnt  C0MPARIE8  IN  New  Yoek  State 
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FfscsnTAOB  OF  Nbt  Eaxrihob  Paid  is  Fbarohisb   Tax  bt 
SAViiToa  Banzb  is  Nxw  Yobk  State 
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•  CluB  B  IB  nmipoMd  of  compaalM  wjtb  lurplai  and  nudiTlded  proflta  of 
tI.MO.ODO  to  f  10,000,000;  CUw  C,  f  100,000  to  11.000,000;  and  CUw  D,  Imb 
iku  1100,000. 

The  outstanding  fact  is  that  the  tax,  as  at  present  levied,  falls 
upon  members  of  the  same  group  with  very  unequal  wei^t, 
viten  expressed  in  terms  of  tax-paying  ability,  as  represented  by 
uet  income.  In  the  national  bank  group  one  institution  paid 
less  than  two  per  c«it  of  its  incune  in  the  bank  stock  tax,  while 
five  paid  over  forty  per  cent.  Between  these  two  limits  there  is 
a  wide  disprasion.  Twen^-eight  banks  pay  more  than  twenty  per 
etat  of  their  net  income  in  meeting  this  tax.  Two  hundred  and 
one  of  the  total  of  398  banks  pay  ten  per  cent  or  more. 

The  extent  to  which  this  inequality  is  connected  with  inequali- 
ties of  size  is  also  indicated  by  the  table.  There  is  no  uniformity 
of  burden,  even  within  a  given  class,  but  in  general  the  large 
banks  pay  a  smaller  percentage  of  their  net  income  in  taxes  than 
do  the  banks  of  medium  or  small  size.  Thus  ten  of  the  eleven 
banks  in  CSass  A  (having  capital,  surplus,  and  undivided  profits 
«£  $10,000,000  or  over)  pay  less  than  ten  per  cent  of  their  net 
income  in  meeting  the  bank  stock  tax.  Of  the  204  banks  in 
Class  C  (having  capital,  surplus,  and  undivided  profits  of 
1100,000  to  $1,000,000)  only  79  pay  less  than  ten  per  cent 

The  average  burden  in  each  class  is  indicated  in  the  follovnng 
able,  a  summary  of  the  five  detailed  tables: 

I!  0,1,7,7,1  hy^COO^^lC 


18S 

TABLE  8 

AvBSAQB  Ratio  of  BAjnt-SrocK  Tax  or  Frahchibx  Tax:  to 
Net    Ihcokb,    FiifAWoiAL   iNBTiTorroire    in    New    Yoke 
Stats  bt  Culsses. 
(The  average  eraplo^ed  in  each  case  is  the  median;  thus  one-lulf  of  the 
total  Dwnber  of  corpoTatkmH  indnded  in  «*eli  of  the  gtrai  groi^  paid  more 
than  the  ^nn  ptrceotKge  of  their  net  ineDine  hi  neetiag  the  tax,  vhite  one- 
half  paid  leas.) 

ATeivce  TAtiG  <d 

bankitadi  at 

Number  (nDcbise  Ui 

National  BantcB  — 

Claas  A  (Over    $10,000,000)      11  6.60 

B   ($1,000,000    to    810,000,000) 28  9.14 

C   (JIOO,000    to   $1,000,000) 204  11.02 

D  (Less  than  91100,000) 15fi  9. IB 

Total 308  10.03 

Sta;t«  Banks-- 

ClasB  A    1  7 

B    21  T.sr 

C    77  ».M 

D    57  8.5fl 

Total 158                   8.«1 

Trust  Companies  — 

Chas  A     8                     7.5 

B    25  10.12 

C     48                      9,6 

Total 81  0.38 

InveBtmeot  Companies  — 

CImb  B    9  8 

C    12  3.43 

TrtaJ 15  8.37 

Savings  Banks  — 

ClasB  B    3D  7.25 

C    78  6.62 

D    32  5.20 

Total U5  6.*2 

The  average  given  above  as  moat  representative  of  the  typical 
condition  in  each  class  is  the  median,  the  value  of  the  middle 
item  in  an  array.  Thus  for  natioiul  banks  in  Class  A  the  median 
is  6.6  per  cent.  That  is,  the  number  of  banks  paying  more  than 
6.6  per  cent  of  their  net  income  in  meeting  the  bank  stock  tas 

*  Cbm  A  l>  «o>ipOHed  of  cmnnxOUmw  with  eaBtlal.  Borpbii.  and  wndMded  proflti 
(In  the  case  of  mvlngs  banks  -with  snrplnB  and  andlvlded  prollti)  of  SlO.O&O.OiMi 
■■d  a*er ;  Ckos  B,  of  il.MOAM  t«  f ie,<IO0,eO0 ;  Oms  C,  K  fIO»,0*»  to  11.000,000 ; 
and  Clam  D.  less  tban  1100.000. 
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is  esaetly  equal  to  the  number  paying  less  than  that  amounL  In 
CiuB  £  the  median  ia  9.14  per  cent,  w^ile  in  Clase  C  it  is  11.02. 
per  cent  Thna  of  the  204  nKtional  banks  in  Cl^s  G,  103  p^ 
more  than  11.0S  per  cont  of  their  net  income  in  meeting  this  tax, 
vhile  103  pay  less  than,  that  amonnt.  The  differenee  between  the 
sitoaticni  in  this  class  and  that  in  Class  A  is  obvious.  The  median 
value  in  Claas  D  is  9.18  per  cent,  a  smaller  value  than  that  in 
Class  C.  The  medimn  of  the  entire  group  of  nationfll  banks, 
398  in  all,  is  lO.OS  per  cent.  One  hnndred  and  ninetj'^ine  banks 
pay  lees  than  this  amount,  and  199  banks  pay  more. 

This  inequality  as  between  ci»porat>oiia  in  a  given  class  ia 
fonnd  in  the  case  of  each  of  the  other  typea  of  financial  institu- 
lions.  State  banks  sbov  a  diatribntion  nmch  the  same  as  that 
foond  for  national  banks,  though  the  difference  between  claases 
is  not  so  proncnmeed.  The  same  is  true  of  trast  companies.  In 
the  case  (tf  investment  companies,  a  group  in  which  the  general 
tax  burden  is  less  than  it  is  for  other  financial  institntiona,  the 
inequalities  within  the  group  are  less  pronounced.  Of  the  fifte^ 
institutions  for  which  complete  records  were  obtained,  none  paid 
more  than  10  per  cent  of  th«r  net  income  in  meeting  these 
franchise  taxes.  The  median  for  the  group  as  a  whole  was  3.37 
per  cent. 

In  studying  the  burden  of  taxes  on  savii^  banks,  the  basis  has 
been  net  eamii^  over  expenses  and  dividends.  This  figure 
correqwnds  to  net  income  as  used  hy  other  financial  institntions. 
T&at  l^e  fmujise  tax  oa  sarixtgs  banks,  when  expressed  as  a 
ptnsBtage  of  net  earnings,  falls  with  unequal  weight  upon  these 
iastttutkins,  as  in  the  cases  of  other  olftssea  of  institidjons,  is 
demautrated  by  the  table  and  graph  covering  this  group.* 

These  wide  discrepancies  in  tax  biirdesi  which  occur  amcaig 
cuporations  of  the  same  <^bsb  are  dus  to  tha  fact  that  there  is  no 
mnwigtent  relationship  between  capital  and  surplus  on  the  one 
hand  and  earning  pcwer  on  the  other.    In  geoeral^  of  eouxse,  an 

*Wtcn  Bcconnt  li  UMwm  at  tbVM  iwtlwial  Iiaaft^  tiM  Sttte  banta  MM  ■•«  tnut 
tiiammi  wtaleh  reported  defldti  far  the  period  rorered,  and  two  uTingi  banki 
MAc  TMt  tu  taesBK  of  credit  rrarteS  ttr  kosAs  keM,  tha  neUaoa  twoMier 

NallMidbMftB U.lt 

State  hanka 8. ST 

Ttaat  eomtflet  S.tf 

InTmtment  eompaDlea   S.ST 

SaTliiga  bank*  6 .  86 
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increase  in  capital  and  surpluB  means  increased  earnings,  but 
that  the  relationship  is  not  direct  is  demonstrated  bj  the  figures 
presented  above.  A  tax  whicb  must  be  paid  out  of  net  earning? 
is  levied  upon  another  base,  with  the  result  that  wide  variations 
occur  in  the  burden  of  taxes,  expressed  in  terms  of  net  income. 

One  other  aspect  of  the  present  system  is  worthy  of  note,  As 
betwe^i  two  institutions,  one  paying  out  earnings  as  soon  as 
realized,  another  building  up  a  surplus  by  putting  earnings  back 
into  the  enterprise,  the  present  method  of  levying  taxes  on 
financial  institutions  places  the  heaviest  burden  upon  the  latler. 
In  a  sense,  thus,  these  taxes  are  taxes  which  discriminate  against 
the  conservative  concern  which  builds  up  a  surplus.  They  can 
be  partly  evaded  by  distributing  dividends  closely. 

Comparison  of  financial  institutions  and  business  corpora- 
ticms.^How  do  taxes  on  financial  institutions,  when  e^reased 
in  terms  of  net  income,  compare  with  the  existing  4^  per  cent 
tax  on  the  net  income  of  business  corporations  t  It  has  been 
demonstrated  that  there  is  inequality  as  between  financial  institu- 
tions. There  remains  to  be  discussed  the  question  as  to  the  rela- 
tion of  the  average  burden  on  financial  institutiona  to  the  average 
burden  on  business  corporations. 

The  matter  is  complicated  by  the  wide  variation  in  burden 
within  the  financial  groups.  In  classes  characterized  by  eucb 
extreme  variation,  what  figure  is  to  be  taken  as  repreeentative  of 
the  average  burden  of  present  taxes?  One  average,  the  median, 
has  been  used  above,  and  the  comparison  on  this  basis  may  be 
extended  for  the  present  purpose.  Another  average,  however, 
represraiting  more  accurately  the  fiscal  aspects  of  the  problem, 
should  be  used  to  supplement  the  median.  The  latter  gives  the 
same  weight  to  both  large  and  small  banks,  hut  in  computing  tbe 
yield  of  a  given  tax  more  wei^t  must  be  given  to  the  laiger  insti- 
tutions. Since  we  are  desirous  of  knowing  what  tax  on  net  in- 
come won]  - 
taxes,  a  ri 

For  thi  I 

by  each  of  ' 

by  compu 
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the  total  net  income  of  all  the  corporations  in  each  class  for  the 
same  period.  Thus,  in  the  case  of  national  banke  in  New  York 
State,  the  total  amount  paid  in  bank-stoc^  taxes  by  397  banks, 
during  the  years  1918,  1919  and  1920,  and  the  total  net  income 
of  theee  banks  during  this  period  have  been  determined.  The 
ratio  of  the  former  figure  to  the  lait^  is  .068.  The  amount  paid 
in  taxes  is  thus  6.8  per  cent  of  net  income  during  this  period. 
The  percentages  as  determined  for  the  different  classes  of  financial 
institutions  are  down  in  the  following  table.  The  comparison 
made,  it  fihould  be  understood,  does  not  include  real  or  personal 
property  taxes  paid  1^  any  of  the  groups  involved, 

TABLE  9 

Pbbcbktaqe    of    Net    Imcomb    Paid    in    Bank    Stock    or 

Fbanchibe  Tai  bt  Financial  Institutions 

(Ratios  based  on  aggT^»t«a  al  UirM-^ear  flgnret,  101S-1C20) 

lUtio  ol  bank-stock  Ui 

(or  fmuUn  Uu}  to  Bel 

ineotDfl  ftftor  property 

UiM  daduirtcd 

FcnenUct 

National  banks 6 .  80 

State  banke 6. fig 

Trust  companies 7.33 

Investment  companies 3 .  13 

Savings  banks 6 .  80 

It  is  evident  that  with  one  exception  financial  institutions  pay 
a  somewhat  laiger  percentage  of  their  net  income  in  meeting  their 
bank  stock  or  franchise  taxes  than  do  business  corporations  in 
paying  the  tax  on  net  earnings.  In  comparison  with  the  4V^  per 
cent  paid  by  business  corporations  the  three-year  average  for 
national  banks  shows  that  6.8  per  cent  of  their  net  income  has 
been  paid  in  taxee,  as  has  been  stated  above.  The  corresponding 
figure  for  state  banks  is  6.58  per  cent,  for  trust  companies  7.33 
per  cent,  snd  for  savings  banks  5.8  per  cent.*  Investment  com- 
panies constitute  the  one  class  paying  less  than  business  corporn- 

*  niM  ratloi  for  trutt  rompanlei  and  MTiticg  binkg  are  bM«d  upon  taxet  actuallr 
paid,  not  iBcliiiIliis  tbe  amonDt  of  the  levy  for  whirh  credit  wag  Eranted  for  8tat( 
boBdi  btid.  If  the  tax  liTled  be  DKd,  Inatead  of  the  tax  Mid,  flu;  rattoa  become 
T.G  pci  «Dt  (or  troit  companlei  and  B.T4  p»r  cent  for  aaTlnga  bsnka. 
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tions,  on  the  aversge.     The  fifteen  oompanies  induded.  dkowed 
an  average  of  3.13  per  cent  of  nett  incoBie  paid  in  tasea.* 

A  comparison  may  also  be  made  of  tlie  nianber  of  coiporatioiw 
ckf  eadi  type  paying  a  percexiiage  oi  net  income  in  taxes  equal  to 
or  less  than  tbat  paid  by  buaineBa  corporations.  This  iuf  otmation 
is  given  in  the  following  aumraary : 

TABLE  10 
Financial  Ikstitctiohs,  bt  Glasses,  Patinq  4^  Peb  Cent 
OF  Net  Ihcomb  ok  Less  in  Bakb-Stock  Tax  oe  FEAHCHias 
Tax 


CLA39 

^ 

ortrMBhiMtH 

39S 

S 

135 

17 

It  is  apparent  tbat  a  large  majority  in  all  daaees  except  tl»e 
investment  companies  group  pay  more  tban  4%  per  cent  of  their 
net  income  in  meeting  tbe  taxes  named.  These  figtms  snb- 
stantiate  the  evidence  of  tbe  other  tables  and  throw  mme  addi* 
tional  light  upon  the  situation  within  the  general  class  of  financial 
institTttions. 

In  etcdying  the  percentage  of  net  income  paid  in  taxes,  it  ifi 
of  some  interest  to  determine  tbe  yearto-year  changes.  He  fel- 
lowing  table  shows,  for  till  the  classes  here  considered,  tbe  ratio  of 
taxes  to  net  income  for  the  years  1&18,  1919  jmd  1999.  The 
percentages  given  were  calculated  on  the  basis  of  yearly  aggre- 
gates, tlte  general  method  being  that  indicsted  above.  Ifet  io«»Be 
means  in  ea^  case  net  income  lefore  bank  stock  or  franchise 
taxes  have  been  deducted. 

credit  rr'ntrd  for  State  bondi  taeld.  tbe  uDonnt 
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TABLE  11 

p£aCENTAGE    OP    NeT     IkCOME    PaiD    IN    BaNK-StOCK    TaX    OB 

Franchise  Tax  bt  Financial  Institdtiohs  in  Nbw  Tokk 
State,  Classified,  by  Yrabs,  1918-1919 


CLASS  OF  INdTITUTIOX 

Pi;ho.hti.ob  of  N»t  Ihsow 

a*.-«n9TaeK.  Tax  oil  pHiso 

>  Paid  ih 
DH  Tax 

191S 

I9ia 

1920 

8.4 

It  is  apparent  that  a  tax  on  capital  and  surplus  means  a 
tax  which  varies  from  year  to  year,  when  expressed  in  terms  of 
net  income.  When  income  is  increasing  faster  t&an  the  mirphia 
U  being  built  up,  this  means  a  decreasing  animal  tax.  This  con- 
dition prevailed  during  the  three  years  here  considered. 

This  is  particularly  true  in  the  case  of  savings  baiib  and 
investment  companies.  The  tax  on  the  former,  which  amoouted 
to  8.1  per  oeait  of  net  earnings  in  1918,  fell  to  8.3  per  cent  of 
net  earnings  in  1920.  The  fact  that  the  present  tax  is  based  upon 
3.  variable  surplus,  having  no  immediate  relation  to  earnings,  is 
clear  in  this  case.  Fat  the  savings  banks  here  included  (135 
in  number)  surplus  and  undivided  profits  decreased  £rom 
«144,780,305  in  1918  to  $98,080,640  in  1920,  while  net  earn- 
ings increased  from  $14,274,279  in  1918  to  $23,275,379  in 
1920.* 

In  the  above  treatment  the  comparison  of  tax  harden,  as 
between  financial  institutions  and  business  corporations,  has  been 
confined  to  the  discussion  of  taxes  other  than  property  taxes.  This 
baa  been  done  on  the  assumption  that  the  burden  of  non-property 
taxes  is  much  more  direct  and  immediate  than  that  of  taxes  on 
real  property.  A  long-standing  tax  on  real  property  has  in  gen- 
eral been  capitalized  in  determining  the  value  of  the  property, 
30  that  the  present  payer  does  not  feel  the  burden  directly.    It  is 


ih,Coo^^Ic 


194 

considered,  therefore,  that  a  comparison  of  the  burden  of  nou- 
property  taxes  has  more  significance  for  onr  present  purpose 
than  a  comparison  of  the  burden  of  all  taxes. 

Having  stressed  the  main  relations  involved  in  the  first  com- 
parison, however,  it  is  of  some  interest  to  compare  the  burden 
of  property  taxes,  as  borne  by  the  different  corporate  groups.  lu 
computing  the  ratios  given  in  the  table  following,  the  reniru? 
from  individual  financial  institutions  have  been  utilized.  The 
ratios  are  based  upon  the  amount  paid  in  property  tase^  and 
the  net  income  for  the  year  1920.  The  net  income  used  as  a  base 
is  the  net  income  before  any  taxes,  franchise  or  property  have 
been  deducted.  In  determining  the  ratio  for  business  corpora- 
tions, total  net  income  has  been  calculated  by  capitalizing  tbr 
amount  paid  in  income  taxes.  The  amount  of  property  taxes  paid 
by  business  corporations  is  a  fairly  close  approximation  obtaiIl<^l 
by  multiplying  the  total  assessed  value  of  such  property  by  the 
average  tax  rate  for  the  State. 

TABLE  12 

PCBOBHTAQZ     OF     NeT     IkCOME     Piin     IN     GENERAL     PhOPERTV 

Taxks  bt  BnsiKEee  and  Fixancial  Cobpokations,  1920 

PcntDUce  i>[  n«t  iDfomt 

pftidin  nn«rKl  propertj 

CUm  oF  eojpontioiu  tai  Cnu  ud  p«nault 

Eusiness  Corporations   (Mercantile  and 

Manufacturing)    4.5. 

National  Banks  1.5 

Stote  Banto  3.6 

Tmst  Companies  4.1 

Investment   Companies   0.7 

Savings  Banks  3.6 

It  is  apparent  that  there  is  a  considerable  variation  in  the 
percentage  of  net  income  paid  in  property  taxes.  As  compared 
with  the  4^  per  cent  paid  by  business  corporations,  trust  com- 
panies pay  4.1  per  cent  and  State  banks  3.5  per  cent.  The 
amount  paid  by  national  banks  was  only  1.5  per  cent  of  their 
net  income,  in  1920,  while  investment  companies  paid  but  seven- 
tentbs  of  one  per  cent.    These  figures  are  in  all  cases  somewhat 
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smaller  than  tliu  perc«ntage  paid  in  earlier  jears,  the  decrease 
being  due  to  the  increase  in  the  incomes  of  financial  institutioca 
in  1919  and  1920.  The  figures  for  the  earlier  years  are  given 
below  for  financial  institutions,  with  the  exception  of  Savings 
Banks. 

TABLE  13 
Pekcbntaob  of  Net  Ihcomb  Paid  in  Propebty  Taxes  by 
Financial  Institotions  in  New  Tobk  State,  by  Years, 
1918-1920 


CLASS  OS-  CORPORATION 

PilD  IS  pROrMRT 

IlOOUM 

Taim 

leis 

1919 

IBM 

1.7 

i'.e 

1.3 
1.9 

A  summary  of  the  total  amounts  paid  in  taxes  by  business 
corporations  and  financial  institutions  may  now  be  given.  The 
following  table  shows  the  percentage  of  net  income  paid  in  all 
taxes  (bank-stock  (or  franchise)  and  property)  by  business  cor- 
porations and  financial  institutions.  For  financial  institutions, 
with  the  exception  of  savings  banks,  figures  for  three  years  are 
given. 

In  the  case  of  businesa  corporations  1920  figures  alone  are 
oaed,  the  property  taxes  paid  in  that  year  being  added  to  4^^ 
per  cent  of  their  total  net  income  in  securing  the  total  tax  figures, 
^'et  income  in  each  case  is  a  figure  from  which  no  taxes  have 
been  deducted.* 

*  ntn  !■  tliiu  a  tUght  dUTetence  between  the  preacDt  base  tod  the  oae  mkO 
un  the  ecriiet  ratio*.  Propert;  taiea  had  been  deducted  aa  an  elemeot  In 
».^»  i_  — 1_.-_  ..  ...  , .  i_  .t ....  --.jj  but  m  the  present 


Do,i,,-c,ih,.Googlc 


196 

TABLE  15 
Pekcentaqes  of  Net  Income  Paid  in  Fraschibe  (ob  Bakk- 
Stock)  awd  Peopeett  Taxes  bt  Business  Cobpohatiosi 
AMU    Financial    Institdtions    in    New    Tobk    StatKj 
1918-1920. 


CLA33  (W  COBPORATrON 

Pbhckwtioi  or  N«i  I-(ooiiB 

ISIS 

iai> 

1930 

. 

If 

laio 

The  table  shows  somewliat  the  same  distribution  of  burden 
as  was  found  in  the  case  of  nou-propertj  taxes,  trust  companies 
and  investment  companies  standing  at  the  two  extremes.  The 
difference  between  the  burden  on  business  corporations  and 
financial  institutions  is  less  pronounced,  however,  the  propertv 
taxes  being  relativdj  larger  for  the  former  class. 

The  w&rsing  which  was  given  above  that  taxes  on  real  property^ 
apart  from  improvements,  are  not  necessarily  borne  by  (Ik 
present  tax-pajer,  mugt  be  remembered  in  studying  these  tables. 
Real  burden  is  better  indicated  1^  the  first  taUes,  dealing  with 
non-property  taxes,  than  by  those  in  which  account  is  taken  of  all 
taxes  paid. 

The  detailed  figures  on  which  the  above  ratios  are  based  arc 
included  is  the  appendices. 

The  Bnnlen  d  Taxes  on  Ftiblic  Utilities 

The  taxes  paid  by  public  service  corporations  in  New  Yoit 
State  have  been  described  in  an  earlier  section  of  the  present 
report.*    The  following  is  &  brief  summary  of  that  section ; 

All  public  service  corporations  are  taxed  on  their  real  and  pei^ 
sonat  property  and  on  the  value  of  their  special  franchises.  T%iB 
latter  tax  is  based  in  part  on  the  value  of  tangible  property  in 
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the  streets,  and  in  part  upon  the  value  of  Mrtain  intangible  de- 
meuta.  The  value  of  tiieae  intangible  elemeatB  is  detennined  with 
reference  to  corporate  earning  power.  The  taxes  described  above 
are  paid  to  the  localitiee  in  the  form  of  a  general  prc^rty  tax. 
In  addition  to  these  local  charges  all  public  utilities  are  taxed  bj 
the  State  on  their  gross  earnings  (or  on  gross  earnings  and  excess 
divideiLds),  and  certain  classes  are  taxed  on  their  capital  stock. 
The  rate  of  the  gross  earnings  tax  varies,  being  one-half  of  one 
per  cent  for  steam  railroads,  telephone  and  telegraph  oompanies, 
and  gas,  electric  and  water  companies,  and  one  per  cent  for  ele- 
vated or  surface  eleetric  railroad.  Underground  electric  rail- 
roads are  taxed  upon  the  same  basis  as  steam  railroads.  The 
general  franchise  tax  on  capital  stock  is  paid  by  steam  railroads, 
imdei^oond  electric  railroads  and  telephone  and  telegraph 
companies. 

The  amounts  paid  in  taxes  by  the  different  classes  of  public 
service  corporations  during  the  period  1917—1920  are  shown  in 
the  following  table.  The  totals  for  all  public  utilities  shtrw  t^e 
yields  of  the  various  taxes.  In  certain  cases  the  exact  amount 
paid  by  a  giv^i  class  of  public  service  corporaticoi  in  meeting  a 
^ven  tax  could  not  be  ascertained  from  the  Tax  Commission 
records,  and  in  these  cases  the  figures  jweaented  are  estimates. 
Tbeae  have  been  checked  and  tested,  and  are  believed  to  approxi- 
mate closely  the  actoal  tax  paid. 
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Method  of  study. —  The  geueral  nketliiMl  empli^ed  in  deter- 
ULiiiiDg  the  burden  of  taxes  on  tbe  difierent  claffies  of  pQblie  serr 
i»}  curporatkms  bas  lte«ik  the  sclecticn  of  a  sample  group  from  each 
class,  aud  tbe  intensire  study  of  this  group  with  reapect  to  earn- 
ings, expenaes,  and  taxes.  It  has  been  poeaible  to  secure  adequate 
samples  of  telephone  snd  telegraph  eorpciratMHis,  street  railways, 
tnd  gas  and  electric  corporiticms.  For  these  groupa  the  ratios 
and  tables  are  baaed  upon  an  intoisive  study  of  the  individual  cor- 
porations included  in  the  samples  during  the  period  1911-1920. 
A  study  of  steam  railroada  upon  the  same  basis  has  been  impos- 
sible. Beeavse  of  the  wartime  oontral  of  nuJroadfl  by  the  govern- 
ment,  the  reports  for  the  years  1918,  19ia  aad  1920  we  not 
directly  cumparable  with  those  ef  earfier  yeaia.  Secondly^  most 
ateam  railroads  engaged  in  interstate  operations  nuke  no  segre- 
fution  of  their  tax  payments  by  States,  in  reporting  to  the  PnMic 
Service  Commissioii  or  to  the  Tax  Coatmission  of  New  Yovk 
State.  A  detailed  study  of  representative  railroad  companies  has 
thus  been  impofflible,  for  the  small  number  of  companiea  for 
which  detailed  figures  were  arailable  was  not  considered  suf&- 
eiently  rrpresestatiTC  to  justify  tbe  drawing  oi  oooduakRiSL 

The  ratios  iar  steam  railroads  have  therefore  been  derived  in 
another  way.  The  total  amount  paid  in  taxes  to  New  York 
State  and  localities  by  all  the  steam  railroads  operating  withic 
the  State  has  been  determined  from  the  records  of  the  Tax  Com; 
mission.  From  the  records  of  the  Public  Service  Conunissior 
hare  been  secured  figures  on  gross  earnings,  operating  expenses 
and  net  income  for  the  period  1911-1919,  inclusive,  for  all  steam 
railroads  operating  in  New  York  State.  In  using  the  records  oi 
(he  last  two  years  of  this  period  the  actnal  net  earnings,  apart 
from  the  federal  rental,  have  been  taken.*  An  allocation  has 
Wn  made  in  each  case  on  the  basis  of  main  track  mileage. 

In  determining  the  ratios  of  taxes  to  earnings  and  expense* 
it  has  been  necessary  to  exclude  figures  for  the  year  1916,  as  the 
fiscal  year  of  the  State  was  changed  in  that  year,  and  the  tax 
receipt  figures  are  correspondingly  distorted. 

•For  cocb  rood  nnder  federal  control  tlie  Bum  of  (ho  net  Income  ot  tbe  corpo- 
ntlnn  tnd  the  rcparl<4  net  Income  of  tbe  Rillroad  AdmlnlttratloD,  leu  tbe  amoont 
if  <li«  ttderal  rental   Mr  been  taken  a>  the  actnal  net  IncoiM  of  tbe  road. 
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Ratios  for  the  steam  railroad  group  have  been  worked  out  for 
alt  the  railroads  in  tho  State,  therefore,  on  the  basis  of  figures 
covering  eight  years  (1911-1919,  indnsive,  excluding  1916). 
Total  tax  receipts  have  been  compared  with  total  gross  earnings, 
e.xpensee,  and  net  income  for  this  period.  The  ratios  of  taxe: 
to  gross  earnings  and  operating  ex])en5es  have  been  based  upon 
returns  from  the  operating  companies  only.  In  securing  the  total 
net  income  of  all  the  railroad  companies  in  the  State,  an  allocated 
portion  of  the  net  income  of  lessor  companies  has  been  adde<l  to 
the  net  income  of  the  operating  companies.* 

Certain  of  the  taUes  presented  below  are  based  up<Hi  returns 
from  individual  public  service  corporations.  Steam  railroads  are 
not  included  in  these  tables,  appearing  only  in  the  tables  based 
upon  A^regAbe  figures. 

Relation  of  income  to  net  worth. —  Before  attompting  to 
determine  the  relative  weight  of  the  various  taxes  upon  different 
classes  of  utilities,  something  should  be  known  as  to  the  percentage 
of  corporations  in  each  class  operating  at  ft  loss,  and  as  to  the 
general  rdation  of  income  to  invested  capital.  The  following  table 
shows,  for  the  sample  group  stndied,  the  number  of  corporations 
in  each  class  operating  at  a  profit  and  operating  at  a  loss  during 
the  ten-year  period  1911-1920: 

X  wD.u  iiisId  tritfk  ninragi>.  th«  baili  «ini>ln]r'<- 
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TABLE  17 
Slmmabt  of  Pddlic   Sehvice   C0BPOEATION8  IS  New   Yoek 

State  . 

The  record*  of  lehich  1 


CUa  ol  utUit7 
Steam    Railroads  • 

(^lactric   RailwAVB    

Telephone  and  Telegrikph 
Unr  and  Elertric: 
Klectrir      Light      and 

Power    

<1&8  and  Electric  (com- 

Coal    Gaa  and   Water 


1011-1920) 


1ft  profit  ISlI-ieSO)  Btulon 

71.5  17  28. S 

eo.T  22  30.3 

94.0  4  a.o 


Gas 


Natural   Gaa    

Total  Gas  and  Electric. 
Grand  Total,  Public  Ser- 

rice  Corporations 


83.5 
100.0 

89.8 


16. G 

io.2 
le.s 


Efforts  have  been  made  to  make  the  above  samples  aa  repre- 
sentative of  the  different  classes  of  utilities  as  possible.  In  making 
the  first  selection,  all  corporations,  the  records  of  which  seemed 
complete  for  ten  years,  as  reported  by  the  Public  Service  Com- 
mission, were  included.  The  inadequate  character  of  some  of 
the  records  made  it  necessary  to  exclude  certain  of  these  corpo- 
TatioDS.  In  some  cases  corporations  having  partially  complete 
records  were  included,  the  average  being  worked  out  for  a  slightly 
shorter  period. 

It  is  apparent  from  the  figures  given  that  certain  classes  of 
Qtilitiee  are  much  better  off  than  others  and  that  the  utility  group 
a  a  whole  is  not  in  as  strong  a  position  as  the  financial  institutions 
studied  in  the  preceding  fiection4  Thirty-nine  per  cent  of  the 
electric  railways  operated  at  a  loss  during  the  decade  1911-1920, 


'nn:  It  li  Infludnl  ■ 


>f  courw.  than  that  c 


i  br  the  ntmtr  fljiure. 


tallroiulB  for  tbe  period  covered. 

forth   o(   which   w«i  a   negatlrs 

>t  Income. 

icUl  inMltuMoni  reporting 
-1920.     Tbia   li  a   shorter 


NoTS.— This  atntement  doea  n_. ..  .,.  ,., 

ihr  crrnrda  of  which   were  eiamlned   by   the  commlltee  f 
■911-1030.  bat  which  were  Inadeqaate  tat  the  purposes  of 
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while  6  per  cent  of  the  tDlephone  and  telegraph  corporations 
showed  a  net  loss  during  this  period  Of  the  utility-  group  as  a 
whole,  18,5  per  cent  showed  an  average  loss  for  this  period.  The 
number  in  each  class  operating  at  a  deficit  is  shown  in  the  detailed 
tables  which  follow.  The  majority  of  the  corporations  failing 
to  show  a  profit  are  small  companies. 

These  facts  should  be  home  in  mind  in  considering  the  tax 
figures  presented,*  For  apart  from  the  absolute  size  of  the  tases, 
the  losses  suffered  by  some  companies  serve  to  increase  materially 
die  average  percentage  of  net  income  pftid  in  taxes.  In.  the  tables 
dealing  only  with  the  profitable  companies  this  difficulty  is  not 
present. 

For  the  corporations  reporting  an  average  profit  for  the  period 
here  studied,  the  relation  of  net  income  to  net  worth  is  shown  by 
elaSBes  in  the  detailed  tables  fol1owing.t 

TABLE  18 

Kbi-atioh  Off  Net  Income  to  Net  Woeth,  Electeic  Haii-wats 

nr  J^nv  Yo«K  State 


Peraentafe  raktion,  net  income  to  net  wortfa 
Electric  Railwayt  reportinj  from  W««o  Tork  State 
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ItcuTioK  OF  Net  Income  to  Net  Woeth,  Tblkphone  and 

TXLIOBAPH    COBPDRATIONS   IN    New    ToeK    StATE 


Pen^ntBge  relation,  net  income  to  net  wvolAi 
TelephtMe  a%d  TelegTap\  Corporations  rrporiing  from  Jl«iB  York  State 
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TABLE  20  I 

Relation  of  Net  Income  to  Net  Woeth,  Electbic  Light 

AND    POWEH    CottPOEATIONS   IN    New    YOKK   StaTE 

Frequency/  Tablet  Baa«d  upon  the  Average  Annual  Tiet  Income  and  IJU  Avmvgt 

Net  Worth  During  (ft*  Period  1911-1920 

Percentage  reUtioik,  net  income  to  net  wortii 

Sleotrio  Light  and  Power  CorporatUma  reporting  from  Hew  York  State 
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TABLE  21 
Kblatios  of  Net  Incoub  to  Net  Wohth,  Gab  and  Electric 

COBPOOATIGRB  IN  NbW  YoHK  STaTE 

(CombiBing  gas  and  electric  service.) 

Frequency  Table  Based  v/pon  the  Average  Annual  Vet  Income  and  I'm  Averagt 

Net   Worth   During   the   Period   1911-1920 

Percentage  relation,  net  in«onM  to  net  worth 

Oat  and  Eleotrio  Oorporatiom  reporting  from  Ifeto  York  Stale 
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TABLE  22 

Relation    of   Net   Incomb  to  Net   Wqkth,  Manufactdhed 

Gas  Companibb  in  New  Tokk  State 

Frequency  Table  Bated  upon  the  Average  Annual  Net  Income  and  the  Average 

Net   WoTtk   Durinij   the   Period   1911-1920 

Percentage  relation,  net  income  to  net  worth 

Manvfactartd  Oae  Companiet  reporting  from  New  York  State 
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Relation  of  Net  Income  to  Net  Worth,  Natural  Gas  Com- 

FANLEg  IN  I?BW   YOBK  StaTE 


Percentage  rel&tioot  net  iacome  to  net  wortii 
Nmttirml  dm  ■OoKpaniea  rejmrting  from  V«w  Fori:  State 
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"MBLE  24 

Eelatiow  Of  Net  Iwcomb  to   Net  Worth,  Ah,  Gas  akd 

Elkctbic  CoMPAffiBs  IB  Nbw  Yoex  Statb 


Fercsntage  relation,  net  ii-.come  to  net  worth 
AU  Oat  and  Blectrie  Oompanitt  reporting  from  Ifae  York  State 
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The  marked  variation  in  each  group  in  the  return  upon  capital 
nvested  is  apparent.  Electric  railroads,  excluding  those  ofei- 
ali-'g  at  a  loss,  show  a  marked  concentration  in  the  group 
earujrg  less  than  2  per  cent,  though  one  company  earned  aa  much 
as  13  p^r  cent  on  its  net  worth.  The  rates  of  return  earned  hy 
telephone  And  telegraph  companies  extend  from  less  than  2  per 
cent  to  25  per  cent,  the  largest  single  group  being  made  up  of 
companies  earning  from  6  per  cent  to  8  per  cent.  The  range  for 
gas  and  electric  companies  extends  to  23  per  cent,  the  largest  single 
claaa  being  those  earning  from  8  per  cent  to  10  per  cent  over  the 
ten-year  period  covered. 

The  meaning  of  net  income  and  net  worth  should  be  kept  in 
mind  in  nsing  these  figures.  Net  income  is  income  before  taxes 
have  been  deducted  and  net  worth  is  a  book-keeping  figure,  the 
sum  of  capital,  surplus  and  undivided  profits. 
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In  the  following  tables  the  median  value  of  the  ratio  of  net 
income  to  net  worth  is  presented  for  each  class  of  ntility.  In  the 
first  table  this  average  has  been  computed  when  all  companies  in 
a  given  class  have  been  included,  while  in  the  second  table  onlv 
those  operating  at  a  profit  have  been  induded. 


TABLE  25 
AvBBAOE  Ratio  of  Net  Ikcomb  to  Net  Worth 

Public  Service  Corporation!  in  A'«u  York  Btate,   1911-1920 
The  aTariLge  employed  in  each  case  it  the  median;  tliui  one-half  of  the  totiU 
number  of  corporfktions  included  In  each  of  the  given  ffroupa  earned  more  thiiii 
the  given  percentage  on  their  net  worth,  while  one-huf  eknud  len. 

A*er«ce  KaUo,  Net  In^ 


1  Net  WoHb 
CUm  ot  Utllltir  tlona  InelndHl  cenage  reUUonF 

Electric  RailwaTS S6  1.0 

Telephone  and  Tele^aph (16  7  .S5 

Gaa  and  Electric: 

Electric   Ijght   and   Power  50  10.0 

Gras     and     Electric     (com- 

hineii) 22  8,0 

Gas   (manufacturpd)    IS  S.5 

Oaa   (natural)    'IT  8,33 

ToUl  Gaa  and  Electric *  lOT  8.44 

■  One  eompan;  bai  be«ii  Ficludrd  becauac  l[>  act  woitb  waa  a  Degatlve  flgaTC. 
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A7EHAGE  Ratio  of  isEx  Income  to  Net  Woeth 

Public  Sertiiee  Corporations  Operating  at  a  Profit,  1911-1620 
[Excluding  corporations  sliowing  a  deficit) 


Clara  of  UtUIt}' 

Electric   Railways    

Telephone  and  Telegrapti 

Gu  and  Electric: 

Electric  Light  and  Power. 

Qas    and    Electric     (com- 

Gu    (manufactured)    .... 
Gat  (natural)   

ToU]  Gaa  and  Electric 


ATerage  Ratio,  NM  In- 

ramn   tn    Nut   Wni-rh 

Number  at  Corpora- 


These  tables  sbow  the  median  return  to  the  electric  railways 
to  be  lowest,  but  1,0  per  cent  upon  net  worth,  while  gas  and 
electric  companies  show  the  highest  median  return,  8.44  per  cent 
of  net  worth.  These  rates  are  of  course  higher  when  companies 
operating  at  a  loss  are  excluded,  as  in  the  second  table,  though 
the  relative  standing  of  the  different  classes  is  unchanged. 

The  characteriBtics  of  the  median  have  been  explained  above.* 
la  the  present  ease  the  large  number  of  small  companies  earning 
small  returns,  serve  to  make  the  median  value  low.  The  condition 
of  the  larger  companies  is  brought  out  more  clearly  by  a  ratio 
Wed  upon  a^regate  net  income  and  aggr^ate  net  worth.  In 
Mnipnting  this  ratio  the  actual  income  and  net  worth  figures  of 
^1  the  corporations  have  been  added,  and  the  relation  of  net 
incone  to  net  worth  computed  from  these  a^pregate  figures.  The 
following  table  gives  the  ratios  so  computed. 
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TABLE  27 

Ratio  of  Aoqbeoats  ISst:  Iitcous  to  AaessOAXE:  I^bt  WoBTa 
Pablia  Service  Corporaiion*  in.  Seio  York  State,  1911-1980 
The  ratio  for  ea^h  class  is  the  pwcentsge  reUtion  of  aggregate  net  incom 
M  aggregate  net  wortli.    n«  aggrcg  '    '  ■         .. 

«TenigM  t<a  ««ch  of  the  corporatio 


to  aggregate  net  wortli.    Ue  aggregate  HenMS  mod  ue  !&«  aimis  ot  tai-3 


Clan  of  Utllit; 

Elei^ic   BailwajB    

Telephone  and  Tel^raph 

Oas  and  Electiic: 

Electric  Ugbt  and  Power. . 

Qas    and    ia«ctric     (com 

Gas    [inannfacttii«d )    

Oas   (natural)    

Total  Oae  and  Electric 


Net  Income  to  As- 
fresMe  Net  Wovtt 
Tdpniwd  ■■  a  per- 


The  above  ratios  are  baaed  upon  reports  from  all  the  corpora- 
tions in  each  class  including  those  operating  at  a  loss  The  pjre- 
ponderant  influence  of  the  large  companies  which  are,  cm  the 
whole,  more  profitable,  serves  materially  to  increase  the  rates  as 
compared  with  the  median  values.  It  is  clear  from  these  as  well 
as  from  the  earlier  figures  that  there  is  a  wide  variation  in  the 
return  earned  upon  net  worth.  Electric  rtdlways  show  an  average 
return  of  3.47  per  cent,  while  gas  and  electric  companies  earn, 
on  the  average,  9.68  per  cent  on  net  worth.* 

The  relative  standing  of  the  different  classes  of  public  utilities 
is  the  same  in  the  table  shown  helow,  in  which  the  ratios  are  based 
upon  returns  from  profitable  companies  only. 
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Batio  of  Aoqkegate  TTet  Income  to  AoaREOATB  Net  Woeth 

Pvbtie  Service  Corporaliont  Operating  at  a  Profit,  1011-1920 

[Excluding  corporatiosA  ehowing  a  deficit) 

Tbe  ratio  in  each  cIbsb  ib  Hk  perc«Btage  rel&tion  of  aggregate  net  income 


ciiBB  Of  vtmti 

NmtMC  of  Cottmi 
tloni  InclDded 

gresate  Net   Woitb 
ccntage  lelatlon) 

Electric  lOStwmja    

Telephone  wd  Telegraph. ... 
Oaaud  Electric: 

34 

4.66 
9.27 

Slectiic  ligU.  and  Powac. . 

46 

O.U 

Gt    and     Electric     (oom- 

bmed)    

19 

9.17 

16 

19.1 

18 

Total  Oaa  and  Electric 

« 

».7B 

The  dectric  railway  figure  ia  materiallj  h^her  in  this  taUe, 
bot  the  other  tatioa  are  approximatdj  the  same.  The  slight 
chaoge  resulting  from  the  eUminatiiHi  cf  the  companies  operating 
at  a  loeft  is  dne  to  the  fact  that  tfaeae  companies  are,  in  the  main, 
small  and  affect  the  aggr^ate  figures  iMit  slightly.  For  mnn; 
pnrpoaes  it  is  desirable  that  the  small  companies  shonld  not  be 
given  too  much  weight,  and  for  this  reason  the  tables  based  npon 
aggregates  are  of  value. 

The  variation  in  earning  power  revealed  above  in  the  compari- 
Mtt  of  different  types  of  utilities  is  found  to  prevail  within  each 
class  vben  a  division  on  the  basis  of  sixe  is  made.  The  fol- 
lowing table  gives  ratios  oi  a^r^ate  net  income  to  aggregate 
net  worth,  by  classes,  for  difforeait  types  of  public  service 
corpontions. 
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Ratio  of  Agokeqatb  Xet  Income  to  AoaaEOATB  Xet  Wohth 


Public  Bervioe   Corporations  i 

(Ratio   exprt-tted   ah 


A'«fO  York  Stale,  by  CtoMe* 

percentage  relation) 


£|»c(rio 

tel.ar.ph 

ELcetrifl 

"^^r 

X.tiiriil 

ToUJ 

N«cLti>e 

If 

.Ji 

8:7 

Nt«ltfv« 



i\ 

ciutE'.'.'.'.'.'.'.'.:'.'.'. 
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Note. —  For  Ui«  biM*  o[  cIu«i£«CJoii,  let  the  detailed  Ubiee  kbove. 

In  ■enuring  the  ebore  retioe  ell  conjormliong.  whether  apentina  et  ■  proHt  or  it  e  loee,  hare 
been  iaeluded. 

The  return  upon  the  investment  is  obviously  greater  for  the 
large  companies  than  for  the  small  ones.  The  one  exception  to 
this  is  found  among  the  telephone  companies,  where  the  Qass  C 
companies  show  a  greater  proportionate  return  than  do  the  larger 
corporations. 

Relative  tax  burden  within  the  public-utility  groups. — 
The  materials  presented  above  have  indicated  the  extent  of  the 
variation  in  earnings  among  public  service  corporations.  A  large 
percentage  111  some  of  tlie  classes  show  an  absolute  deficit  during 
the  period  1911-1920.  Others,  and  particularly  the  larger  corpo- 
rations, have  earned  adequate  returns  upon  their  investment. 
This  variation  in  earning  power  means,  of  necessity,  that  the 
burden  of  taxes  has  been  iinequnl.  Our  present  problem  is  to 
determine  the  degree  of  inequality. 

The  variety  of  taxes  paid  by  each  class  of  utility  renders  the 
problem  more  complex  and  more  difficult  than  that  encountered 
in  studying  the  tax  burden  upon  financial  institutions.  Inasmuch 
as  many  of  the  ratios  given  are  baaed  upon  the  total  taxes  paid 
by  utilities,  it  is  essential  to  determine  the  relative  imi>ortan« 
of  the  different  types  of  taxes  paid  by  each  class.  The  absolute 
figures  have  been  presented  in  Table  1  above.  The  following 
table  presents  the  same  facts  u]>on  a  percentage  basis.  All  the 
taxes  paid  by  each  class  of  utility  constituting  100.  this  table 
shows  the  percentage  fif  the  total  paid  in  meetinc  each  of  the 
sjiecific  taxes  levied. 

I!  0,1,7,7,1  hy^GOO^^IC 
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Steam  railroads,  it  appears,  pay  7S.6  per  cent  of  their  total  taxes 
in  New  York  State  on  real  property.  If  the  tangible  properties 
in  the  streets,  taxed  with  the  special  franchises,  are  included, 
8S  per  cent  of  the  total  is  paid  in  property  taxes.  The  last  colunui 
in  the  table  presents  what  is  perbaps  tlie  most  significant  fi^re. 
Total  taxes  paid  to  the  State  (on  gross  earnings  and  capital  stocky 
when  combined  with  the  tases  paid  aa  intangible  elements  in  the 
special  franchise  valnations  constitute  11.3  per  cent  of  all  the 
taxes  paid  by  steam  railroads.  It  is  tbis  part  of  the  tax  payment 
which  is  directly  comparable  with  the  bank  stock  or  franchise  tax 
paid  by  financial  ioetitutions  and  Hie  4%  per  cent  tax  on  net 
income  paid  by  business  corporations. 

Tbis  particular  percentage  is  lowest  in  the  case  of  steam  rail- 
roads. For  electric  railways  the  sum  of  State  taxes  and  taxea  on 
intangible  elements  in  the  special  franchise  constitutes  35.0  per 
cent  of  the  total  taxes  paid,  for  teLepbone  and  telegraph  corpora- 
tions 37.6  per  cent,  for  gas  and  electric  companies  28.2  per  cent, 
and  for  the  entire  pnUic  utility  group  24.8  per  cent  of  total  tax 
payments.  These  percentages  shoold  be  bonie  in  mind  when  the 
tax  ratios  are  being  studied. 

For  the  purpose  of  studying  the  rdative  burden  of  taxes  within 
the  public  utility  group  aa  a  whole,  three  standards  have  been 
utilized,  gross  earnings  from  New  York  business,  operating 
expenses  in  New  York  State,  and  net  incosne  from  New  York 
business.  Taxes  paid  in  New  York  have  been  compared  with 
each  of  these  standards. 

In  the  case  of  corporations  doii^  an  interstate  business,  it  has 
been  necessary  to  allocate  part  of  the  tottl  gross  earnings,  oper- 
ating expenses  and  net  income  to  New  YoA.  The  basis  of  allo- 
cation has  been  main  track  mileage  in  the  case  of  steam  railroads 
and  electric  railwvj'S.  In  the  case  of  telephone  companies  doing 
an  interstate  business,  the  general  allocation  basis  has  been  that 
set  forth  in  Art.  9,  §  183  of  the  Tax  Law,  based  upon  the  location 
of  gross  assets,  tbosgfa  for  certain  purposes  wire  mileage  and  num- 
ber of  stations  have  been  used.  The  interstate  element  is  not 
important  enough  in  the  business  of  gas  and  electric  companies 
to  give  rise  to  an  allocaticoL  problem. 
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Relatioit  op  Taxes  to  Gbobb  IEakninqs. —  In  the  following 
tables  iim  relations  of  total  State  aad  Loeal  tasee  to  gross  eamingB 
from  New  York  btuineBs  are  shown,  in  the  form  of  frequency 
tables,  for  the  different  classes  of  public  service  corporations.  The 
tables  are  based  npon  the  samples  studied. 

TABLE  31 

Relatioh  of  ToTAi  State  and  Local  Tazbs  to  Geosb  Eahn- 

iNoa,  Elbctbic  Railways  is  New  Tohk  State 


Percoitage  of  groea  earndBgH  paid  id  total  St«t»  «nd  local  taxn 
BUotric  Baiheay*  rtporting  from  Nno  York  BUite 
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TABLE  32 
Rblation  of  Total  State  and  Local  Taxes  to  Gsosa  Eabk- 
iNos,  Tblbphonb  ahd   Tklbobaph  C0KPOKAT1ON8  IN    New 
Tons  State 


Percentage  of  grou  eamingB  paid  in  total  State  and  local  taxes 
Telephone  and  Telegraph  Qorjtoratione  reporting  from  New  York  State 


Ndiibi 
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1% 
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TABLE  33 
Rel.*tios  OF  Total  State  and  Local  Taxes  to  Oboss  Eabs- 
iNos,  Electbic  Light  and  Powee  CoBPoaATioNs  in  New 
YosK  State 


Percemtage  of  groi«  earmngs  paid  in  total  State  and  local  tazea 
Eleotrio  Light  and  Fomer  Corporations  reporting  from  New  York  Btate 


CLASS 
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TABLE  34 
Relatiox  of  Total  State  asd  Local  Taxes  to  Gkosb  Earn- 
ings, Gab  and  Elbctbic  Cobpohations  in  New  York  State 
(Combining  gas  and  electric  service.) 


Perrentftge  of  gross  earning;!  paid  id  total  State  Mtd  local  tazM 
Oat  and  Bleotrh  Corporation!  reporting  front  Hew  York  Btate 


Num- 
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TABLE  35 
Rei.atio>-  of  Total  State  akd  Local  Taxes  to  Geoss  Eabh- 

IN08,  iTASrFACTtJBED  Ga8  COMPANIES  IS  New  YoBK  StATS 


Percentage  of  groat  earnings  paid  in  total   State  and  local  taxes 
Itanufacturtd  Oiu  Oorporations  reporting  from  lfeu>  York  Slate 
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TABLE  36 

Rexatioh  Of  Total  State  aito  Local  Tajebs  to  Gbosb  Eails- 

IHGB,  Natubal  Gas  ■Compahiks  in  New  Yoee  State 

Freguvufy   Table   Based  upon   the   Average  Annual  TtUB   Faymenta  and  tke 

Average  Annual  Oram  Eaminga  Daring   the  Period  1911-1020 

Percentags  of  groii  eArmngB  paid  in  total  StAt«  a^  local  tazet 

natural  Oat  OorporaUona  reporting  frvm  New  York  State 
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TABtE  37 

Reijitiow  of  Total  State  and  Local  Taxes  to  Gbosb  Eakn- 
iNGS,  All  Gas  akd  Elictbic  CoarpAinEg  is  New  Tobk 
State 


Percentage  of  groas  eaminga  paid  in  total  State  and  local  taxes 
Alt  Oa*  and  Eleetrio  Companies  reporting  from  New  York  State 
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It  is  apparent  that  wben  the  etsudard  of  gross  e&miags  is  used 
£  wide  vftriation  in  rektiTe  tax  burden  is  found.  Electric  rail- 
ways show  a  range  of  14  per  cent,  frran  2  per  cent  to  16  per  cent, 
vith  a  marked  cnncentration  in  the  group  paying  from  4  per  cent 
to  6  per  cent  of  gross  earnings  in  taxes.  Telephone  and  tel^raph 
cotporations  pay  from  1  per  cent  to  d  per  cent  of  their  gross  earn- 
ings in  taxes,  the  largest  single  gconp  paying  from  4  per  cent  to 
5  per  cent.  The  range  of  gaa  and  electric  companies  is  fr<Hn  lees 
tbaa  1  per  cent  to  45  per  cent,  the  largest  class  being  that  paying 
from  4  per  cent  to  6  per  cent. 
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These  tables  are  summarized  below,  aa  average  value  being 
picked  out  for  each  cIbss  of  utility.  The  average  selected  is  the 
median,  the  use  of  which  has  been  explained  above. 

TABLE  38 

AvERAOE  Ratio  of  Total  State  and  Local  Taxes  to  Ghoss 

Eabttinos 

Public  Servioe  Corporatioiu  in  Xao  York  Statt,  11)11-1020 

The  avenge  employed  in  tmch  cKse  ii  tlie  medlBD;  thnB  one-hailf  of  the  total 

number  of  eorporatioui  included  in  each  of  the  given  groupi  paid  more  than 

the  given  percentage  of  their  groM  earnings  in  meeting  the  taxes  named,  while 

one-half  paid  lew. 


Averase    Bitlo, 

Total 
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nd 
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Tana 
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Earnlnsi 

(cXPTCMel 

Xumbtr 
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ta  a  Mrcentace  te- 

cisM  oi  II  till  tr 
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UtlonT 

Electric   Bailways    

56 

S.IS 

67 

4.27 

Ga«  and  Electric: 

Electric  Light  and  Power. 

50 

4.5 

Oai    and     Electric     (com- 

bined)     

22 

4  87 

18 

5,40 

Oai  ( natara) }   

IS 

3,60 

Total  Gbi  and  Electric 

108 

4.71 

Accepting  the  median  value  as  representative,  it  is  seen  that 
the  typical  electric  railway  paid  5.15  per  cent,  the  typical 
telephone  and  telegraph  company  4.27  per  cent,  and  the  typical  gas 
and  electrit!  company  4.71  per  cent.  The  electric  railway  group 
shows  the  highest  average  found  in  the  four  main  classes. 

The  above  figures  describe  the  situation  of  typical  companies 
in  each  class.  It  is  desirable  to  supplement  these  by  ratios  based 
upon  total  tax  payments  and  total  gross  earnings  in  New  York 
fc«-  each  class  of  utility.  The  following  table  presents  ratios 
based  upon  these  a^regate  figures. 
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Ratio  of  Aoqreqate  Statb  and  Local  Taxes  to  Aggregate 

Gbobs  Earnings 

PuhUc  Serviet   CorporatioitK  in   New   York   Statt,   1911-1920 

The  ntio  for  aocb  class  la  the  peTcenUn  rdatlan  of  aggregaU  Stats  uid 

loc»l  tajcea  to  tggregKU  grow  euningi^     Th«  aggregate  Ogurea  used  ars  tlie 

iuaa  of  ten-year  averagM  for  each  of  the  corporationg  included.* 

Eado      of      As£ret[at« 

State      and      Local 

Taxes  to  Aggregate 

Oroa  BarDlngs  (ei' 

Number  of  Corpora-  prnied    ■■    a    pet' 

Claaa  ot  Utllltj  tlaot  laclnded  ceotage   relation) 

Steam  Bailroads    60  9.9 

Electric   Railwaja    M  7.24 

Telephme  and  Triegraph 60  5.0 

Gas  and  flectric: 

Electric  Light  and  Power . .  50  6.9 

Gaa     arid     Electric      (com- 
bined)      22  6.3 

Gaa  (manufactured)    IB  6.5 

Gaa   (natural)    IS  4.4 

Total  Gas  and  Electric 103  6.6 


In  the  above  table  the  ratio  for  steam  railroads  is  lower  thftD 
for  the  other  utility  groups,  with  telephone  and  telegraph  corpora- 
tions next.  Electric  railroacU,  with  a  ratio  of  7-24,  stand  at  the 
upper  limit. 

Relation  op  Taxes  to  Operating  Expenses. —  Another  basis 
of  comparison  which,  like  the  one  preceding,  avoids  some  of  the 
difficulties  involved  in  using  the  net  income  basis,  is  that  of 
operating  expenses.  Bj  determining  the  relation  of  taxes  to 
operating  expenses  for  different  classes  of  utilities,  it  is  possible 
to  stud;  the  degree  of  variation  in  tax  burden.  The  tables  immedi- 
ately fcdlowing  show  the  relation  between  thejie  two  figures  for  the 
different  utility  groups.  Operating  expenses  are  expenses  allo- 
cated to  New  York  business  on  the  bases  explained  above. 

•  ror  the  bull  of  the  ateoni  ntlroad  flKurea,  ef.  tupra,  p.  201, 
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Relation  of  Totai,  State  and  Locai,  Taxes  to  Opkhatiso 
ExFEirsss,  Ei-ECTBic  Kailwats  is  New  York  State 

FreqitfeTKH  T«Mt  Baaed  upon  the  Avermge  AnniMl  ToJi  Paynetita  and  Average 

tlmtuol  Operating  Expenses  During  the  Period  1911-1920 

Percentage  of  operating  expenses  ptid  in  total  State  and  local  taxiaa 

Electric  RaUioayt  reporting  from  New  Y»rk  8tat» 
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SuPFLEUENTABT  Table  :     Bbiaixed  Ci^ssjxicatioh  OB  Co:u- 
PAiTiES  Patiho  Less  thah  12  Peb  Cbht 
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TABLE  41 
Relatioh  of  Total  fiTATa  amd  Local  Tazes  to  Opbbatiwo 
EzFKNaES,    Tklephonb    asi>   Telegraph    Cobpobations    is 
N'kw  Tobjc  Statb 


FereenUge  of  op«ratiiig  eif>«ii«ea  paid  is  totsl  SU.te  and  local  taxes 
Ttt^htmt  and  TtUgmfk  Corpoivtioiu  reporting  from  Ifew  York  Statt 
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TABLE  4S 

KiLATION    of    ToTAI,    StATB   ASO   LoCAI,    TaXBB    to    OPIRATIKfl 

EzFENBxa,  Elbotbio  Light  abd  Powxb  Cobpobatioitb  i^ 
New  Yobk  Statb 


Percentags  of  operBting  ezpensM  pfttil  is  tot*!  Btat«  uid  local  Ux«« 
£I«i7fri0  Lt^kt  wid  Power  Corporation  m  Vmp  rori  8t*U 


Nmov  F«Ti«« 

CLASS 
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TABLE  43 
Relatiok  09  ToTAi  State  and  Local  Taxes  to  Ofbbatino 
EzPBNaxB,  G^Ag  Ain>  Eijotbio  Cobpokations  in  New  Yobk 
Stati 

(Combining  gas  and  electric  service.) 

i'requcHcy  Table  Bated  ufMM  the  Average  Annual  Taa  Paymenta  and  Average 

Annual  Operating  Eapentee  During  the  Period  IBll-IBZft 

P«rc«iitage  of  operating  expenws  paid  in  total  Bta.te  and  local  tazM 

Oat  and  Electric  Corporationt  reporting  from  New  York  State 
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TABLE  44 
Relation  of  Total  State  and  Local  Tazbs  to  Opbratino 

ExPBBSBS,  MaNUPACTOBED  GrA8  CORFOKATIONS  IK  XsW  ToKK 

State 


Pereentrnge  of  operating  expenseB  pud  in  totftl  State  end  local  taxea 
MaiMfactured  Oaa  Corporatuma  reporting  from  New  York  State 
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TABLE  45 
RELATION  OF  Total  State  and  Local  Taxbb  to  Opbeatimo 
Expenses,  Natural  Gab  CoKpoBAXioirti  in  New  Yobx  Statb 


Percentage  of  operating  expenseft  paid  in  total  Stat«  and  local  tazei 
Natural    Oiu   Corporation*   reporting   from  Sev   York   Statt 
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TABLE  48 
Kblation  of  Total  Statb  akd  Local  Taibb  to  Opbratiko 

EiPKNsaa,  AxL  Gas  and  Elbcteic  Companies  in  New  York 
Statb 


Perceutaga  of  opBr&ting  expensea  paid  in  total  State  and  local  taxea 
All  Gat  and  Electric  Oompaniet  reporting  from  STeie  Tork  Bt»te 
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CLASS 
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A  range  of  from  2  per  cent  to  85  per  cent  U  found  in  these 
ratios,  the  latter  being  a  quite  exceptional  ease  in  the  dectrical 
companies  group.  The  ratio  does  not  exceed  12  per  orait  for  the 
large  mass  of  utilities,  though  the  points  of  concentration  vary 
somewhat  for  the  different  classes  of  public  service  corporations. 
The  outstanding  fact  is  that  when  the  tax  burden  is  measured  by 
this  atandard  a  wide  variation  is  again  found. 

The  following  table  presents  a  summary  of  the  eituoticHi  in  the 
different  classes,  the  median  case  in  each  group  being  picked  out 
as  typical. 
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TABLE  47 

Ati&agb    Ratio    of    Total    State    asd    Local    Taxbb    to 

Opbsatuto  Ezpenbeb 

P%btio  Strvioe   Corpomtvmt  in  Nav   York  Stale,   I911-1M0 

Th«  ftTBFkge  employed  in  e«di  omc  is  the  medfau;  tluu  one-IiaJf  of  tiu  total 

ddbiImt  o(  corporations  InclwM  in  each  of  the  given  gronpi  paid  mora  thaa 

the  gi*«n  perocntua  of  tlieir  operating  upeniea  in  niMting  tne  taxes  Banad, 

while  ooe-half  paid  lew. 

ATeiaie   Satlo,   Total 

BtaU      and      Local 

Tiet  to  OperatlBC 

SxpcDeei  (eipmeea 

Nmntwr    of    OoTpora-  ae  a  peieentafe  re- 

Claaa  of  UtUitr  tltina  Ineloded  UtIoD) 

Electric   Bailwan   66  4.87 

Tel^one  uid  Telegraph S7  S.3S 

Qaa  and  ESMctric: 
Bloctrie  li^  and  Power.  60  T.04 

Gaa     and.    Electric     (oom- 

bined)     SS  T.S 

Oas  (maanfactiir^)   18  6.W 

Gaa    (natnral)    IB  6 

Total  Qaa  and  Eleotrio 108  6.00 

The  Taxiation  here  is  not  am  prononuced  as  in  certain  of  the 
other  TatioB,  the  typical  case  being  5.33  per  cent  in  the  telephone 
group,  and  6.9  per  cent  in  the  gas  and  ^ectric  group. 

Much  more  pronounced  ia  the  Tariation  found  when  ratios  based 
on  agj^r^ate  taxes  and  aggregate  operating  expenses  in  New  York 
are  compated.     ThoBe  ratios  are  presented  helow: 

TABLE  48 
Ratio  of  Agokxoate  State  and  Local  Taxes  to  Opeeating 

EzPEITBEa 

Public   Service  CorportHiont  in   Nete   York   State,   1011-1020 

The  ratio  for  each  olass  ii  the  per(«nta|[«  relation  of  aggregate  State  and 

local  taxea  to  operating  expenaea.    Hie  aggregate  flguret  lued  are  the  anma 

of  teu'fear  average*  for  eadi  of  the  carporationi  included.* 

Ratio     of     Agsresate 

State      and      Local 

Tiiai  to  Opentlitc 

BiDeneei  (eipreeaed 

Niunlwr  ttt  Corpora-  ai  a  MFcenta(«  lela- 

Clau   of   Utility  ttooe  Inelnded  tlonf 

Steam  Hailroade    «0  S.4S 

Bwfaric   Railwar*    M  11.58 

Talaphoufl  and  Telegra^ 66  8. SO 

6«i  and  Electric: 
Electric  Li^  and  Power.  50  18.2 

Qaa    and    Electrle     (com- 

Uned]    22  10.4 

Qaa  (mamifaetiiTed)    18  8.2 

Qaa  tnatvral)   18  8.S 

Total  Qm  and  SHwtrfa 108  11.60 

•VMUHbaiiia  U  Uw  Mmh  nllMai  ifaM^  tf.  Mfr^  |b  M 


For  steam  railroads  taxes  constitute  5.45  per  cent  of  total 
operating  expenses,  while  for  dectric  railwayB  the  figure  is  11.5S 
per  cent,  and  for  gas  and  electric  coaqtanies  11.60  per  t^nt. 
This  wide  variation  is,  of  course,  partially  due  to  different  operat- 
ing conditions. 

Relation  op  Total  Taxes  to  Net  Ircome. —  The  two  stand 
ards  used  above,  gross  earnings  and  operating  expenses,  are  usefui 
for  certain  purposes,  but  obvioualy  do  not  constitute  a  measure 
of  tax-paying  ability.  They  are  not,  therefore,  adequate  as 
standards  by  which  tax  burden  may  be  measured.  Net  iii4M>iiie 
is  the  best  single  standard  of  tax-paying  ability,  and  the  per- 
centage of  net  income  paid  in  taxee  is,  therefore,  the  figure  'which 
best  measures  tax  burden.  This  ratio  baa  been  determined  for 
the  different  classes  of  utilities,  and  the  resiilta  are  presented  in 
the  tables  which  follow.  In  using  these  tables,  the  exact  meaning 
of  net  income  should  be  understood.  The  sense  in  which  that 
term  is  here  used  has  been  explained  above.* 

The  first  set  of  tables  show  the  relation  of  total  State  and  )oca< 
:axes  to  net  income  for  the  corporations  included  in  the  study, 
the  distribution  by  classes  being  given. 

TABLE  49 

Rblatiok  of  Total  State  and  Local  Taxbs  to  Net  Ikcomb, 

Electbic  Railwatb  in  New  York  Statb 

Frequency   Table  Bated   upon   the   Avero/ge   An»nai   Tate   Pagwienta   anti    thr 
Average  Annual  Net  Income  Previoue  to  any  Deduetion  for  Tares  During 
the  Period  1011-1920 
I  —  PcrE«iitag«  of  nat  income  p»id  in  total  Stftt«  and  locftt  tftXM 
Bleotrie  RailiPaifi  reporting  from  flete  York  Btste 
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•  Cf.  npra,  p.     9 
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Sdpplbmehtabt  TabiS:     Dxtaii.kd  Clabsitioatioh  OJt  CoJt- 
PAiTiBs  Patibg  L£>g  THAN  60  Pee  Cbnt 
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30% 

A 

30% 

35% 
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TABLE  50 

Relation  of  Total  Statb  and  Locai,  Taikb  to  Nbt  Incomb, 
Tblephohe  and  Teu»baph  CoapoBATioNs,  New  Tohk 
State 

nvfiiencjf  Tiible  Bated  upon  the  Average  Annual  Taa  Paymenta  and  the 
Average  Annual  Set  Incotae  PrevioUM  to  any  Deduction  for  Taaet  During 
the  Period  I91K19aO 

PerMntkge  of  net  income  paid  in  f«taj  8tftt«  and  local  taxei 

TelepJiOHe  and  Teltgraph  Oorpomtton*  reporting  from  Jfete  York  State 
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TABLE  61 
Relation  of  Total  Statb  and  Locai,  Taxes  to  Nbt  Ihooick, 
Elbotko  Ijoht  asd  Fow^  Cospobatiohs  in  Nbw  f  OBK 
Statb 
FrtqtMitoi/  Tabl«  Bated  u|xm  tha  Average  AmhmI  Tarn  Payment*  wi^    tht 
Average  Am^moI  Set  Income  PrecKtu*  to  <mw  DetfttotMN  for  Taaea  Pwrmj 
tAe  Period  181I-19B0 

Percentage  of  net  income  pftid  In  total  Stat*  >ad  local  taxM 
DwtfSo  I^At  tmd  Power  Cor^oratimu  reporting  from  Sato  York  State 
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OpnUna  nroiM  f  lOCUXIO  to  IMN.SM. . 
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TABLE  52 
Kblation  or  Statb  and  Local  Taxbs  to  Nbt  Incoub,  Qas  and 
Elbctbic  Cobpobations  in  New  Tokb  Statb 
(Combining  gas  and  electric  swvice.) 

Pre^iienoif  TabU  Bated  upon  the  Average  AiumoI  Taa  PdymeNl*  and  (h« 
Average  Annual  Set  Inootae  Previoua  to  any  Deduction  /or  Tawet  Dvrmg 
the  Period  IflU-lOM 

Percentage  of  net  income  paid  in  total  8t»t«  and  loc«]  taxea 
Oat  and  Bleotrio  Corpomtiont  reporting  from  Sew  York  State 
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Kklatioit  of  Statb  aud  Looax,  Tazss  to  I7et  Incoicb,  Uanu? 
FACTUXED  Gas  Companies  in  New  Yosk  State 

FragwWMy  Table  Bated  upon  the  Average  Annual  Taa  Payment*  and  the 
Averaga  Annual  Het  Income  Prcvioue  to  anjf  Deduction  for  Taaee  Ditring 
tjia  Period  lDll-1930 

Paraatage  of  net  income  p«id  in  total  Btala  wid  loc*!  taxas 
Mamufaetvred  Qa»  Oompanict  reporting  from  Nwa  York  State 
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TABLE  54 

Relation  of  Total  State  akd  Local  Taibs  to  Net  Income, 

Natdkal  Gab  Companies  in  New  Yobk  State 

FrequmLoy  Table  Baaed  upon  the  Average  Annual  Tax  Payment*  and  tlie 
Average  Annual  Ifet  Income  Previous  to  any  Deduction  for  Taaei  During 
the  Period  1911-1920 

Fsrcentage  of  set  income  p&id  in  total  State  and  local  taxe* 
Natural  Qat  Componiea  reporting  from  New  York  State 
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TABLE  55 

Kelatioit  of  Total  State  and  Local  Tax  to  Net  Incohb,  Az^ 

Gas  and  Electbic  Coupanibs  in  New  Tobk  Statk 

freqyiietuiji  TahU  Bated  upon  the  Average  Atmwd  Tarn  Patfment*  M*tf  the 
Avtroffe  AnuiMl  Het  Income  Previouw  to  any  Dedttction  for  Taa«*  Dttring 
the  Period  1911-1920 

Percentage  ol  net  income  paid  in  tot«l  Btate  And  locftl  t*XM 
AU  Oat  and  Electric  Companies  reporting  from  Nev>  York  Biate 


L«  ii)%K%w%io%>e%tir^n%min%  iook  i«>%  i«% 

thulotetatotolotBtolBto        to         is 
10%   18  S».8M.8».Si«.tN.ini.«li.«N.>  IM.t   UV.S   lU. 


4  In 


The  variation  within  each  group  is  pronounced.  From  less 
than  2  per  cent  the  ratio  extende  to  more  than  600  per  cent 
When  the  ratio  is  in  excess  of  100  per  cent  it  means  that  a  com- 
panj  which  showed  a  profit  before  taxes  were  paid  had  a  deficit 
after  paying  taxes. 

The  frequency  tables  above  present  the  details  of  the  situation 
within  each  group.  In  the  following  table  the  median  case  has 
been  picked  out  as  representative  of  each  class.  The  ratios  there 
given  are  to  be  considered  typical  in  that  the  burden  of  taxes  on 
an  average  company  is  shovm  for  each  group.  In  determining 
these  ratios  all  companies,  whether  operating  at  a  profit  or  a  loss, 
have  been  included. 
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TABLE  56 

AvsBAOB  Ratio  of  Totax  State  ahd  Local  Taxes  to  Nit 

Income 

Public  Serviae   Corporatiima  in  Neic   York   State,   1911-1920 

The  ftTBT«ge  employed  in  esch  case  U  the  median;  thus  one^iailf  of  the  total 

WKabM-  <^  corporations  included  in  each  of  the  given  sroupa  pkid  more  tfaHi 

the  Kirra  percentage  of  their  net  income  in  meeting  the  Uaet  nuned,  while 

one-liBlf  pud  ku. 

ATsrage    Ratio,    State 
and  Local  Ivxea  to 
Net     Income      (ex- 
Number    ot    Corpora-  pteMsd    •■    •    Mr- 
CUse  of  Utility                                  tiooB  lucludrd                   cenUse  relation) 

Electric  lUilmvi    6«  1S7.6 

Tekphoiie  Mid  Tel^raph 67  SS.9I 

Gaa  and  Elsctric : 
Electric  I'i^t  and  Power.  60  23.33 
Gas     and     Electric      (com- 
bined)                    22  2B.T6 

Gaa    (mainifactared) IB  «S.O0 

Oas    (luitiiral] IS  18.33 

Totid  Gaa  ud  Saectric 108  86. &« 

The  typical  case  in  the  electric  railway  group  is  in  a  position 
distinctly  less  favorable  than  the  typical  companies  in  the  other 
groups.  The  fact  that  a  relatively  large  percentage  of  the  electric 
railways  operate  at  a  loee  accounts  for  the  high  ratio  here  shown. 

The  following  table  presents  the  situation  when  only  compaoiefl 
operating  at  a  profit  are  included. 


TABLE  57 

AvBDAQE  Ratio  of  Total  State,  and  Local  Taxes  to  Nbt 

Income 

P»blic  Bervioe  Oorporationt  Operating  at  a  Profit,  1S11-I920 
(Excluding   corporation!   showing   a    deficit) 

ATerage    Batio,    Total 

„  _  Htata      and      Local 

Claw  of  UllUt;  Numhcr     oF     Corpora-  Taiea  to  Net  Income 

tiona   Included  (ciprecwd       a>      a 

_  percrnlage  relation* 

Qeetric    Rallwaya    34  48.75 

Tile^ione  and  Telegr^h 63  22 , 8 

Gai  ajtd  Elwtric: 
EleetTic  Light  and  Power.  45  22.67 

Gm    asd    Electrie     (cmn- 

bined)    19  26.87 

Gae   (manitfactiired) 15  38.33 

Qu    (uatnral) 18  18.33 

Total  Gaa  and  Electric 97  2i.8fi 
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The  typical  electric  railway  in  this  group  pays  48.75  per  cent 
of  ita  net  income  from  New  York  business  in  meeting  all  its 
State  and  local  tastes.  The  two  other  classes  of  utilitiee  here 
shown  are  represented  by  companieB  paying  24.85  per  cent  in  the 
case  of  gas  and  electric  companies,  and  22.8  per  cent  in  the  case  of 
telephone  and  telegraph  companies. 

While  the  above  figures  show  the  condition  of  typical  companies 
they  do  not  show  the  relation  between  the  total  taxes  paid  by  dif- 
ferent classes  of  utilities  and  the  total  net  income,  from  Nev 
York  business,  of  each  of  the  utility  groups. 

It  is  desirable  to  establish  such  relations,  for  the  fiecol  aspects 
of  the  problem  are  most  clearly  brought  out  by  the  aggre^te 
figures.     These  rates  are  shown  in  the  following  tables: 


o  OF  Aqoregatb  State  ahd  Local  Tazss  to  AaoBEQATz 
Net  Income 
Public  SertHae  Corporatioa$  it  Sew  York  State,  1911-lBaO 


The  ratio  for  «Mh  daw  is 

the  peToentase 

relaUon  of  a«(reitat«  State  mad 

local  taxes  to  ii^regate  net  incMoe.    The 

of  ten.jcar  ivet&gtB  tor  ench  or 

Uia  corpocatliNii  incIadMl.' 

Ratio     ta     Auntttt 

SUM      aiMI      Local 

'SS-SUS^S. 

Number 

of 

Corpon- 

ccntacc  rtlatloB) 

CUM  of  CtlUtr 

tlons 

iDded 

Stoam    EailroadB  t    

109 

28.2 

Eleotrio    Rkilwayi    

66 

66. S 

66 

16.S 

Oaa  and  Electric: 

Electric  Light  and  power. . 

50 

X3.» 

Qa«    and    Electric     (com- 

bined)  

2i 

32.  B 

Om  (nuamfactaied)    

18 

27.7 

Oa>    (natural)    

18 

11.8 

Totid  Qaa  and  Blectric 

108 

84.1 

The  ratios  here  given  are  in  graieral  lower  than  in  the  mediin 
taUes,  beoonse  of  the  preponderant  influence  of  the  large  oom- 
panies,  which  are  on  the  whole  more  profitable.     Electric  rail 


•  Inelnded  Ue  ratio  la  >1.T. 
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wajB  are  bIUI  seen  in  a  poeition  of  less  advantage,  while  telq^one 
and  telegrai*  oompaniea  show  the  lowest  percentage. 

The  changes  reaalting  from  the  {Hnission  of  cwnpamee  report- 
ing losses  are  not  pronounoeA  The  following  taW©  givw  the 
ratios  based  upon  the  retimiB  oi  the  profiuble  corporations  raly. 


TABLE  69 

Ratio  of  Agoksqatb  State  and  Local  Taxes  to  Aoobwjat* 
Nkt  Income 

PubKo  Serviot  Oorpontiont  Opemlint  at  a  Profit 
(Excluding  corporationB  ahowing  a.  defleit) 


CI«M  of  XJtUlt? 

Stwun    Rkilroitds  *     

Bbctric   Bailwi^    

Telapkone  ud  Teh^nt^t.. 
Oh  and  BlMbk: 

BlMtrio  Ught  ud  Pomr. . 

Ou    mad    BlMtrie     {«im- 
Uned)    

Gm    (Buurafootorad)    

Gu    (utiml)    

Total  0«a  and  ElMtrie 


IUlatioh  of  State  Taxes  to  Net  Iwoome. —  The  preceding 
section  dealt  with  the  relation  of  total  taxes  to  net  income.  It  is 
desirable  to  present  an  additional  comparison  in  which  all  local 
taxes  are  excluded  and  only  the  taxes  paid  directly  to  the  State 
are  included.  The  following  frequency  tables  show  the  percent- 
age of  net  income  paid  in  State  taxes  1^  the  corporations  included 
ia  each  of  the  public  utility  groups. 

*  Tklc  ntio  U  Sl.S  when  operating  rouli  only  an  InclBdcd. 

t  Ika  letanu  from  ods  larn  Mleiiliane  ud  tdesn^  companr,  whlck  !■  prUnartlr 
1  koldiDK  eompanj,  aScet  t&a  telcphon*  nUo  materiaUj.  When  tazca  and  iBMlna 
tt  IklB  eaasmaj  an  ^alttad.  t&«  ntlo  of  ascnftt*  tazea  to  anragate  nat  iDBoae, 
for  aU  Dtkar  campanlM,  baeomM  81.B  p«r  eant.  tnccme,  aa  nnd  In  aatabUAlBg 
tUa  latlo,  Ineladaa  aoa-opnatlnc  •■  wdl  ai  oir*ntlBf  tewii. 
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RElATIo^  OF  Total  State  Tasks  to  Kbt  Incomb,  Ei.bctsio 
Railwatb  is  Nbw  Yobk  Stat« 

Fregv«»cy  Tablet  Bated  upon  the  Avtra^e  AmmoI  State  Tat  Pmifmattt  ««mI 
the  Average  An«iHii  Net  liteome  iVmioy*  to  amy  DedtteUtm  for  T9»^* 
Dwring  the  Period  19II-1920 

Percentkge  of  net  income  paid  in  toUl  BUt«  taxes 
Bleetric  RaHwayt  reporting  from  Sett  Tort  Btaia 


Noa 

wFATnia 

CLASS 

Num. 

s% 

*« 
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M% 

81% 
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m»  (100.000  to  |BW.Me 
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10 

a 

3 
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1 

0[«.tin.c« 
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2 

8 

1 

SUPPLBMEKTABT    TaBLE:        DETAILED    ClaBBIFIOATIOS    OF    COU- 

PAHIE8  Patikq  Less  thah  18  Pbb  Ckkt 


CLASS 

-r 

^ 

a.s 

*% 
s.a 

T.S 

8.0 

11.8 

u.a 

« 

1 

1 

s 

5 

-i 
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TABLE  61 

Rklatiof  op  Total  Statb  Taxis  to  Nbt  Income,  TEi,EFHom 
AND  Tbleobafh  C(»poxatioii8  IN  Nbw  Yobk  State 

JVeTunicy  Table  BoMd  upon  the  Average  AmnuU  i?ta(«  Ttw  PayaieHta  and 
the  Average  Amiual  Jftt  I*eMne  iVwMOtM  to  any  Deduotitm  for  TtuoM 
Durmg  tha  Period  1911-1920 

Pwceutmge  ot  Mt  mtcoM  p^id  in  total  Slat«  taxM 
7e(e]iAMM  and  Td«friipi  OM-pi)n(Mon«  nyoffinf  froM  ffew  7orh  S*te 


NmiBi 

■  Pa 

rniQ 

CLASS 

la 

1% 

l.B 

3.S 

3S 
S.fi 

*.9 

'to 
S.9 

fl.B 

K 

8% 
8.9 

S.B 

;s 

18% 

"Ssfco-^r 

J 

, 

1 

'":;&»»>.. 

7 

> 

3 

8 

a 

i 

• 

"•SSS^mx. 

37 

1 

8 

8 

7 

3 

1 

, 

a 

, 

18 

4 

3 

■ 

3 

, 

3 

1 

Totd 

oa 

3 

f 

11 

g 

) 

) 
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TABLE  63 

Rbxatiov  o»  Total  Statb  Taxbb  to  Nbt  Income,  Elbotkic 

Light  and  Powxit  Cobposationb  m  New  Yobk  Stats 

Frequeimy  Table  Bated  Vfwn  the  Average  AmhmoI  Btate  Tate  Pagmtetite  «uJ 
the  Average  Amtual  Jfet  Income  Previoiu  to  any  Dedtiation  for  Taxte 
Dvrmg  the  Period  IBll-igSO 


atau 

■Ohi 

Nuian  PATns 

CLASS 

htm 
1% 

1% 
1.0 

a. 9 

3.9 

*% 

•5 

s 

ts.s 

Opm»UbC  nrtuw  H,0O0,000  or  onr. . . . 
OpMtini  imoM  ■foO.m  to  WBB.Mg. . 

D 

1 

11 

8 

3 

3 

3 

1 

■ 

8 

1 

4 
S 

8 

■ 

8 

4S 

to 

12 

• 

■ 

' 
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TABLE  63 

'Smla.tios  of  Total  Statb  Taxbb  to  Net  Ihcomb,  Qas  ahd 

Elsotbio  Oobpokatiorb  in  New  Tobk  Statb 

(Combining  gas  and  electric  Berrice.) 

Fnqttemoy  Tatle  Bated  upon  the  Average  Annual  State  Taa  Poymmt*  tmd 
tk«  Avent]fe  Ammat  Net  Iitcome  Previtm*  to  oajr  DedtmtiiM  for  Tmm 
Durmt  t)k«  Period  1911-1920 

Fmentage  of  net  income  paid  in  total  Btafe  and  local  taxei 
Oae  and  Electrio  Corporatiotu  reporting  from  Hew  York  State 


Nmou  PjiiiHa 

CLASS 

in 

9% 

ft 

3% 

*% 

s 

s 

' 

" 

T 

2 

" 

' 

B 

S 

9 

Rbutios  of  Total  Statb  Taxbs  to  Net  Iscoms,  Mahcfac- 
TtTBBD  Gas  Coupaitiss  IK  Nbw  Yobs  State 

Freqneno]/  Table  Bated  upon  the  Average  Annual  State  Tax  Pajffneittt  4md 
the  Average  Annual  Xet  Income  Previoua  to  any  DeduotuM  for  Ttuet 
During  the  Period  I9n-~\92Q 


Percentage  of  net  inco 
Maiutfactured  Oai  Corporatio 


e  paid  In  total  9t«ta  toxM 

I  reporting  from  New  York  State 
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Belation  of  Total  State  Taxes  to  Net  Income,  Natdrai, 
Gas  C!omfaitieb  ik  New  Yobz  Statx 

Frequency  Table  Baaed  upon  the  Avenge  AmtiuU  State  Tern  pMigmente  amd 
the  Average  Annual  Jfet  Income  Frevioue  to  cmy  Deditetion  for  faxM 
During  the  Period  1911-1920 

Percentage  of  net  income  paid  in  totkl  State  tazat 
Natural  Qae  Companiet  rvportiny  /roiH  Hete  York  State 


Num- 

»™™, 

p.™. 

CLASS 
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Eklatioh  of  Total  Statb  Taxis  to  Net  Incomb,  All  Gab 
AJ!n>  Elbctsio  Comfaitibs  in  Nbw  Yobe  State 

fVvTHcMy  Tobls  Bated  upon  the  Average  Annval  State  Tate  Pajfment*  and 
tlie  Average  Amtuat  ffet  Income  Previous  to  any  DtduiMott  for  Taiae* 
0«ri«f  tU  Fenoi  l»ll-lfeO 

F«r«aita«e  of  net  mocme  p^d  in  tottJ  Stftt«  tuu 

AU  0m*  cad  Xleotrie  Oompumtt  refortim§  from  iTnv  York  State 
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The  Tatting  burdeoi  of  these  State  taxes  is  revealed  by  the 
frequency  tables.  It  is  clear  that  these  taxes,  levied  upon  gross 
earnings,  capital  stock,  or  excess  dividends,  fall  with  ver;  unequal 
wei^t  upon  different  corporations  when  expressed  in  terms  of 
set  income. 

The  c<HnpaTi8on  of  the  tax  burden  on  the  different  groups  it 
facilitated  by  the  selection  of  typical  cases  for  each  class.  The 
results  <are  given  below,  the  ratio  of  State  taxes  to  net  income 
for  the  median  case  being  sbown  for  each  group. 
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TABLE  67 
AvEBAOS  Ratio  op  Total  Statb  Xazsb  to  Net  Ihooiu 

J>Hblto  Bermce  Corporation  in  Sew  York  Btate,   1911-1920 

Hw  «vftrage  employed  in  e«cli  eue  it  the  median;   thu  otie-liaU  of  the 

total   nuiid>er   of   corporatioiiB   included  id   M£h  of   the  giv«n   groups   paid 

more  Uian  the  given  peTcentage  of  their  net  income   in  meeting   the  tax«e 

named,  while  on»half  paid  !•■■. 


Claae  oC  UtUllj 

Nnnber 
tlone 

SO 

22 
18 
18 

or    Corp 

ora- 

M 

06 

ATeiBfe   Batlo,    Votal 

Telephone  and  Xal^nph  .... 
OaeW^Btectric: 

Eleetrio  Lig^  and  Power . . 

Gu  and  Meetrio  (oom- 
Vbmi)     

Gas   (manufactured)    

Gaa  (natural)   

S.M 

3.33 

3.78 
6.60 
2.25 

Tot«l  Gas  and  Electric 

108 

S.78 

For  two  of  the  mftin  groups  tbe  ratios  are  not  far  apart  l%e 
typical  telephone  company  (i.  e.  the  median  company)  pays  3.94 
per  cent  of  its  net  income  in  meeting  State  tazee,  and  the  ty|ncal 
gafl  and  electric  company  3.78  per  cent.  Electric  railways  show 
an  average  very  much  greater,  the  typical  ratio  benng  33  per 
cent. 

When  profitable  companies  alone  are  indaded,  and  the  median 
ratios  selected,  the  following  values  are  secured. 
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TABLE  68 
AvxBAQB  Ratio  of  Total  State  Tazbs  to  Kbt  Inoohb 

PubUo  BmviM  Corporatumt  Operatinf  mt  a  Pnfit,  1911-1920 
(Gzclnding  corporationa  ihowing  ■  dalldt) 

Arcnn    Batlo,    Tctal 
BtA  T —  "- 


Nunber    ot    Cotmm-  u  ■  percFotaie  ,. 

Clua  of  DtlUt7  tloD*  IntlttM  Utioo) 

Elactrio    Skilwari    31  8 .  40 

Telephone  mmI  Telegraph 62  3.87 

Qfts  and  Eleotrio: 
Electric  Light  and  FUwer..  46  i.M 

G«a    aitd    ZUctrtc     (eom- 

bined)    IS  3.60 

Gm  (muinfadnied)   ...  16  4.T« 

Gu  (nattml)   18  2. SB 

ToUl  Ga«  aad  El«etric 97  3.47 

The  electric  railway  ratio  ifl  materially  amaller,  being  <ml; 
S.4  per  eent,  while  the  figures  for  the  other  groups  are  somewhat 
lower. 

In  the  two  preceding  taUee  the  different  groDpe  have  been 
represented  by  ^^pical  cafies,  equal  weight  being  given  to  large 
and  gmall  companies  in  the  selection  of  the  median  cases.  The 
following  table  shows  the  relations  between  aggregate  State  taxes 
*bA  aggregate  net  income  from  New  York  bneiness  for  each  of 
lie  ntility  gronps. 

Noia:  The  torn  "Bute  tuwe "  at  here  nted  Inelndei  npltal  rtock  taxes, 
ve*  on  tnm  earalnfa,  and  t«xe«  on  nieew  dlTldcnd*. 
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TABLE  69 

Ratio  of  Aoobsgate  State  Taxes  to  Aookeoate  Net  Income 

Public  Service   Corporationt  in  New   York  Stale,   1911-1920 

nw  ratio  for  each  cUsa  is  the  percentage  relation  of  »ggrtgttt  Stmt«  taxes 

to  aggr^ste  net  income.     The  ag^egate  fignree  u«ed  are  tbe  aunu  ol  tat-Jtmt 

kveragM  for  each  of  the  corporation!  included. 

Katio     ot     Atgref  <' 

SUIe  Tue*    to  Ae- 

Srecatc  Net   Idcohw 

Number    ot    Coipora-  (eipnswd  aa  a  per- 

Clau  of  Dtlllt;  tiooa  Included  centase  relation) 

Steam  Raihroads  •>   lOg  2.74 

Electric   lUiliraTB    66  8.28 

Telephmie  and  Telcgrftpb..  60  4.10 

Gaa  and  Electric: 
ElectHo  U^t  and  Power..  60  2.8 

Oaa    and    Electric     (oom- 

bined)    22  3.» 

Oaa  (nMUufactnred)    IS  4.2 

Gas  (natural)    18  1.5 

Total  Gaa  and  Electric 108  2.90 

Steam  railroads,  it  is  seen,  pay  2.74  per  cent  of  their  nt't 
income  from  New  York  business  in  meeting  State  taxes,  while 
electric  railways  pay  8.28  per  cent.  The  ratios  for  the  other 
classes  lie  between  these  limits. 

When  ratios  are  determined  for  the  companies  operating  at  a 
profit  the  following  results  are  secured. 

TABLE  70 
Ratio  op  Aoobeoate  State  Taxes  to  Aookbgatb  Net  Income 

Public  Service  Citrporationt  Operating  at  a  Profit,  1911-1920 

(Excluding  corporations  ihowing  a  deficit) 

The  ratio  for  each  claes  is  the  percentage  relation  of  aggregate  State  taxe^ 

to  aggregate  net  ineom&    The  aggr^ate  Hgures  used  are  the  bium  of  ten-year 

average  for  each  of  tbe  corporations  includedf 

Ratio     ot     AgSTHiiK' 

Sute  Tazfa  to  At 

Kregate  Net  Inmmr 

Nnmber    of    Corpora-  (nprtmed  aa  ■  per- 

Clalt  of  IJtllltj  Hon!   Included  ernrase  relarlonf 

dteam  Railroadat 87  2.S5 

Electric   Railways 34  S.3a 

Tekiphone  and  Tel^rapbl.-.  62  4.l<) 
Gas  and  Electric: 
Electric  Ught  and  Power..                4S                                  2.7 
Oas    and    Electric     (com- 
bined)                    19                                  3.3 

Gaa  (manufactured)    15  4.1 

Qai  (natural)   18  l.S 

fotal  Oaa  and  Electric 97  2. BO 

*  Vol  epeiatlnr  roads  only  the  ratio  Is  S.08. 
tFor  a>e  baila  of  tbe  steam  railroad  flcnres,  ef.  wpra,  p.  201. 
t  ror  operatlnK  roadt  only  tin  ratio  Is  8.04. 

\  nta  ntio  becomca  S.2  per  cent  when  retoma  from  one  laTfe  eompioy,  primarltj 
4  aoldinc  conipan;,  are  eichided. 
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RELATION  OF  Local  Taxes  to  Nbt  Ihoome, —  Taxes  paid  to 
localities  on  real  and  personal  property  and  on  special  franchises 
(Kinstitate  the  chief  tax  payments  made  by  public  service  cor- 
porations, in  so  far  as  New  York  taxes  are  concerned.  Thouf^ 
property  taxes  are  na<t  in  general  so  burdensome  as  income  or 
capital  stock  taxes,  it  is  desirable  to  determine  the  relative  im- 
portance of  these  local  taxes.  The  following  frequency  tables 
show  the  percentage  of  net  income  paid  in  local  taxes  by  the 
various  typee  of  public  service  corporations,  and  indicate  the  ex- 
teitt  to  which  the  burden  of  these  taxes  varies  within  each  of  the 
groups. 


Rblatiok  of  Total  Local  Taxes  to  Net  Iwcome,  Elbctkio 
Railways  in  New  Tosk  State 

Frequtney  Table  Baaed  vpon  the  Average  ilnnuol  Local  Taa  Pa}/menti  and 
the  Average  Aniniat  Jfet  Innme  Previout  to  any  Dedutition  for  Taaet 
During  the  Period  1911-1920 

PercMitage  of  net  Incomtt  pi^d  in  toUl  loc*l  tazM 

EHectrio  RatUeajfi  reporting  from  New  York  Stale 


in 
■ilui 

NmaiB  Patdri 

CLASS 

25% 

t9.9 

T4.9 

m.e 

.00% 
IM.B 

160% 

iTi.a 

178% 

.jr.. 

M0% 
IM.B 

S 

OpBrtin.   raruiD.    ll.OOO.OOO   oi 

IB 

2 
9 

3 

2 

■ 

■ 

2 

(Wi«     ™™n-     •lOO.ODO    to 

0|«ndii«  nvtnmUm  thu  tlOO. 

SuPFLEMENTABY    TaBLE  :        DETAILED    ClaSSIFICAIIOIT    OF    COM- 
PANIES Paying  fbom  35  to  50  Pee  Cent 


CLASS 

-X" 

»% 

ae.s 

M.B 

3B.0 

M.B 

T. 

3 

i 

S 

a 

» 

ih,Coo^^Ic 


Bblatiok  of  Totai.  Local  Ta^bb  to  Net  Ihcohe,  Tblephoxe 

AND    TXLEOBAPH    OOBFOKATIOITS   IIT    NXW   YOBK   StaTE 

FrtqvBnoy  Taiile  Bated  ttpon  tht  Avermg»  Actual  Loeal  Tarn  PsywaiUi  mtd 
the  Average  Afitual  Net  /noonw  Previom  to  ony  Dadiiotion  for  Ta^^a 
During  tfe«  Period  1911-1920 

pBTcentage  of  net  iDconM  paid  in  total  1m«1  taxM 
felepAofw  and  TtiegnnpK  Corporationa  r«por^mg  from  Seto  York  State 
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TABLE  73 
Rsi^TzoH  OF  Total  Ijocai,  Taxbb  to  Nst  Iitooue,  Elbctbio 

LiQHT  AHD  POWBE    COBPOBATIONB   IN   Nbw   YobK   StATK 

frrgiw oy  TaN«  Bated  upon  the  Average  Annual  Looal  Tarn  Payment*  and 
tfe«  Average  AmmmI  Vet  Inoome  Prwiotu  to  any  DedmrtitM  for  Taxee 
Dmrimf  tJt*  Period  I911-1BS0 

P«rc«it«ge  of  net  income  pftid  in  total  local  taxes 
Koetrio  Litht  and  Power  Corporation*  reporlti*;  frvm  Veto  York  Btatt 


No 

PilWO 

cum 

I 

10% 

■s? 

1»,9 

soft 

».B 

«o% 
a.9 

W.fl 

M% 

r. 

0|M>>ti9srannMUJ»0.000oronr 

OMntiDC  mma  •100.000  to  ingjW9. .. . 

Op«Uli«nnBiMtSBA0DteWe,aW 

D 
DMBlii|nnoaalMtluatZ£,ODO 

S 
91 
13 

S 

I 

3 

7 

* 

1 

2 

1 

. 

M 

" 

23 

13 

^ 

= 

» 

= 

TABLE  74 

Relation  of  Total  Local  Taxis  to  Net  Ikcomb,  Gas  and 

Electric  Corpobatiohb  ih  Nbw  Yoek  Statb 

(Combining  gas  and  electric  senrvice.) 

Frequenoy  Table  Bated  upon  the  Average  Annual  Looal  Ta»  Paytrtmta  tmd 
the  Atierage  Annual  Net  Ineome  Previout  to  any  Deduction  for  Taxet 
During  tA«  Peritid  l»l]-19i20 

Perceotsge  of  net  income  paid  in  total  local  taxea 
Oaa  mnd  Kectrio  Corporation!  reporting  from  New  York  State 
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TABLE  75 

Relation  of  Total  Locai,  Taxbb  to  Net  Incoxb,  Mahitfao- 

TtJBBD  Gas  Companies  tn  New  Toax  9tatb 

Freqtiency  Taible  Bu»eA  up<m  tk«  Aver»g«  AwnmoI  Loesl  T«m  Prnj/mmitm  mnd 
the  Average  AntuuH  Net  Ineomt  PrevUm*  to  wmig  il«d«ef«o»  /ar  Tkbo 
During  t\e  Period  1911-1020 

FerMiitAge  of  net  income  pkid  in  totAl  local  taxes 
Uannfactvrei  Ba*  Compamita  rrporting  from  Heui  Turk  Bt^te 
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Relation  of  Total  Local  Taxes  to  Net  Income,  NatueaI' 
Gas  Companies  in  New  Yobe  State 

Fregiteneg  Table  Band  upo»  tke  Average  AnmuU  Looal  Tarn  PsyaMKta  9»d 
the  Average  Annual  Net  /Moome  Previoii*  to  any  DeduaHoK  far  Taaea 
During  tfca  Period  1911-1980 

Percentaga  of  net  tneoine  paid  in  total  local  taacea 
Natural  One  Companiee  reporting  from  Nev  York  State 
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EiLATioN  OF  Total  Local  Taxes  to  Net  Income,  All  Gab 

ABZ>  El^ECTBIC  COUPANIBB  IN  NbW  YoBE  StaTE 

ft«fMHMjr  Table  B»*e4  upon  the  Average  Annuai  Loeol  Tam  Payment*  and 
IJk«  Average  Antntal  Set  Income  Previou*  to  any  DedtKition  for  Tatctt 
Dmimg  tJte  Period  1811-lKO 

Fercentage  of  act  ineome  paid  in  total  lockl  taxes 

All  So*  ami  Electric  Oompaniet  rep€>rting  from  New  York  State 
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The  wide  Tariations  shown  in  these  tables  make  difficult  a 
oomparison  of  the  average  burden  in  each  of  the  different  groups. 
This  comparison  is  permitted  bj  the  following  table,  in  which 
the  median  case  has  been  selected  as  representative  of  each  group. 
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AvEKAQB  Ratio  of  Totai.  Local  Tazxs  to  Net  Ihcoice 

PtAUc  Service  Corporation*  in  Neio  York  Btole,  1911-1920 

Uie  n«di«n;   thw  oBe-half  of  tbe 
I  eub    erf   Uia  giv«ii  groap*    paJd 

_  „ „_    jl   thoir   1    ■    ■  "        -'       - 

named,  wUl«  Mw-half  p^id  lew. 


CUm  of  C  tint  J 

ElMtric  lUilmji   

Tal^bone  Uid  Tel^rapli . . . 
Qm  uid  Elwtrie: 
Electric  Li^tf  uid  Power. 
Ou    and    Electric    (com 

bised)    

Gu    (maiHifactared)    

Gms    (natural)    

ToUI  Qaa  and  Electric 


Number     of     Corpoia- 


28.33 
56. 
17. S 


When  a  company  representative  of  the  profitable  concerns  in 
each  groap  is  selected,  the  following  ratios  are  eecnred: 


TABLE  79 

AvKBAQE  Ratio  of  Total  Local  Tjlxes  to  Nkt  Ihcome 

PuMic  Service  Corporationt  Operating  at  a  Profit,  IBll~19aO 

(Excluding  corporations  allowing  «  defidt) 
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Marked  vuiatioiu  are  fonnd  in  each  table,  the  differences  being 
greater  in  the  first  case,  where  the  ratios  are  based  upon  all 
compauioA. 

In  detennining  the  weight  of  local  taxes  it  ia  desirable  to  sup- 
plement the  above  figures  b^  ratios  based  on  aggr^ate  taxes  and 
aggregate  net  income.  These  ratios  are  shown  in  the  following 
Uble: 


TABLE  80 
Ratio  of  Aoobboatr  Local  Taxes   (Special  Fkaxohisk  aitd 

OSREKAL  PbOPBBTT)    TO  AOOBBOATB  Nbt  InCOUB 


Public  Service  Corporatw 


1  New  York  State,  19U-) 


The  ratio  for  each  olaM  is  the  percentage  relation  of  ^gtegt-te  local  taxes 
I^pecial  franebiie  and  general  property)  to  aggregate  net  income.  The  aggre- 
^te  figure*  tued  are  tlie  emu  of  ten-year  avvragM  for  each  of  the  corporatimiB 
included.* 
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Gaa    and    Electric     (com- 
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28.9 

Gaa    (manufactured) 

18 

23.  S 

Gai    (natnral) 

18 

10.3 

Total  Oai  and  Electric 

lOfl 

21.30 

Excluding  corporations  operating  at  a  loss  during  the  period 
1911-1920  the  following  ratios  are  secured: 


*  Ito  the  baita  of  the  (team  railroad  flcarea,  of.  aiwra,  p.  apl. 
flUa  ratio  ia  S8.9  irt«  operatiai  road*  oaly  are  ladaded. 
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TABLE  81 


Katio  op  Aooeeoate  Locai.  Tazbb  (Spbcial  Franchise  and 
OsHBBAii  PaoPEBrr)  to  Agobboate  Net  Iwcomb 

Public  Servioe  Corforati^mM  Openaing  at  a  Profit,  1911-1920 
(Bxclndng  oorporatioBS  ihowing  a  d«Seit) 
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20.60 

All  the  figures  which  have  been  presented  in  thia  section  indi- 
cate that  present  State  and  local  taxes  are  levied  upon  bases  which 
cause  them  to  fall  with  very  unequal  weight  upon  the  different 
utility  groups  and  upon  the  individual  corporations  within  anv 
given  class.  This  is  true  not  only  of  the  property  taxes,  discussed 
in  the  last  section,  but  of  the  gross  earnings,  excess  dividends, 
and  capital  stock  taxes  which  are  paid  to  the  State.  As  between 
the  different  utility  groups,  and  within  any  given  utility  group, 
the  burden  of  present  taxes  is  maricedly  unequal. 

Comparison  between  public  utilities  and  business  cor- 
poratkuis. —  In  studying  the  burden  of  taxes  on  different 
classes  of  corporations,  business  corporations  have  been  used 
as  a  standard,  because  of  the  fact  that  the  chief  tax  on  these 
institutions  is  now  levied  on  a  straight  net  income  basis.  In 
undertaking  to  compare  the  public  utilities  with  baeiness  corpora- 
tiona   it  is   necessary   to   determine  what   taxes   paid   by    the 


■  lAla  ratio  ia  3SJI  when  operatlns  roada  onl;  are  laclnded. 

1'Mb  latlo  becomea  18.S  per  eent  lAen  retnrni  from  one  tarfe  Mmpany.  jirlmaril; 
•Mini  Mupaoj.  an  •xoodad. 
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former  group  are  comparable  wilh  the  net  iocome  tax  paid  by  the 
latter  claas.  In  the  pages  immediatelj  following  the  comparieon 
is  made  on  three  different  bases.* 

In  the  first  table  taxes  paid  by  public  atilities  directly  to  the 
State  (on  gross  earnings,  excess  dividends  and  capital  stock)  are 
compared  with  the  4%  per  oent  tax  on  the  net  income  of  business 
corporations.  In  the  second  comparison  the  tax  paid  on  in- 
tangible elements  in  special  franchise  values  is  added  to  the  State 
taxes  of  public  serYice  corporations.  This  seems  to  be  a  more 
legitimate  comparison  than  the  former,  since  the  tax  on  intangible 
elements  in  special  franchise  values  is  not,  in  the  economic  sense, 
a  direct  tax  on  property.  In  the  final  comparison  personal  prop- 
erty taxes  paid  by  public  service  corporations  are  combined  with 
the  two  types  mentioned  above,  and  the  burden  of  all  these  taxes 
is  compared  with  the  burden  of  the  net  income  tax  on  business 
corporations.  Since  the  latter  tax  replaces  all  taxes  but  those 
on  real  property,  it  seems  just  to  set  against  it  all  taxes  paid  by 
public  utilities  which  are  not  based  on  real  property  (speaking 
again  from  the  economic  and  not  the  legal  point  of  view),  on 
or  off  the  streets. 

The  material  necessary  for  comparing  the  burden  of  the  State 
taxes  paid  by  public  utilities  with  the  burden  of  the  net  income 
tax  paid  by  business  corporations  has  already  been  presented. 
It  is  summarized  in  the  following  table.  Only  those  corpora- 
tions operating  at  a  profit  have  been  included. 


iiM  on  budoen  corporallona 


t,  Google 


268 

TABLE  82* 

Peecbntaqb  op  Net  Incomb  Paid  in  State  Taxes 

Su«tn«M  Corporation*  and  FuhUo  Service  Corporaliont  in  Ifeui  Turk  State 

Tho  Inuineaa  corporation  tax  on  wliich  this  table  is  b«w«d  U  Uuit  leried 

under  Art.  &-B.  of  the  Tax  Law.     The  public  utility  taxes  included  are  those 

on  KTOU  samiiigs,  exoeHs  dividenda  sad  capital  atock. 

llie  ratio  for  eaoh  class  of  public  utility  is  the  penxntsge  relOrtioB  of 
aggregate  State  taxes  to  aggregate  net  income.  The  aggregate  fignrM  Ofsd 
are  the  sums  of  ten-fear  averages  (1911-1920}  for  each  of  the  corporatituis 
included.j-  The  base  in  each  case  U  net  income  before  any  taxes  have  be^ 
deducted. 

Batlo  (tf  State  taxes 
Class  of  Corporation.  to  net  Income 

BniiiiMs  coi^orations  (m«rcaiitile  and  manufacturing)  4. SO 

Steam  Railroads 2.W 

Elactric  BailwaTs  «.36 

TeleiAone  and  Telegraph 4. 10 

Gas  and  Electric: 

Electric  Light  and  Power 2.7 

Oas  and  Ekcttic  (comtriDed) 3.6 

Qas  (manufactured)    4,1 

Oas  (natural)  1.5 

Total  Oas  and  Blectrie 2.80 


The  figures  presented  indicate  that,  with  the  exception  of  elec- 
tric railways,  the  public  utilities  psy  a  emaller  percentage  of  Uieir 
net  income  in  State  taxes  than  business  corporations  pay  in  meet- 
ing the  net  income  tax.  The  latter  figure  appears  as  but  4.3 
per  cent  of  net  income  because  the  net  income  used  as  a  base  is 
net  income  before  any  taxes,  property  or  otherwise,  have  been 
deducted.  In  comparison  with  this  figure  steam  railroads  pay 
but  2.65  per  cent,  gas  and  electric  companies  2.8  per  cent,  tele- 
phone and  telegraph  companies  4.1  per  cent,  and  electric  railways 
6.35  per  cent  of  their  not  income.^ 


The    toUowlcE   ratios   have   been    worked    out   Independent!;    for   the    year* 

"7-18.    nM  are  tiased  upon  the  averase  State  taxes  paid  In  f- 

-verazB  net  lacome  ean    ■  '         "       —    ■   •     ■         - 

of  public  Bcrnce  corporations : 


1913-13-17-18.    Thta  are  tiased  upon  the  averase  State  taxes  p^d  In  those  yean. 
--"  "-- B  net  lacome  earnfd  from  New  York  baBlncss  by  the  dllTercDt  rlsssfi 


IMS  by  the  dllTercDt  e 

Katlo  of  State  Taiet 


CUss  of  Utility 

Steam  railroads   2 .  20  per  cent 

Blectrlc  railways   6 .  8S  per  cent 

Telephone  and   telegraph 8 .  42  per  cent 

Qas  and  electric 2.28  per  cent 

These  flrnres  which  are  based  upon  returns  from  sll  the  public  otlUtles  in  the 
State,  serve  a*  a  check  upon  the  results  secured  from  the  sunple  xronp  atodled. 
It  should  be  pointed  out  that  tbese  mtlos  are  not  in  all  reqwctt  comparable  to 
those  given  above  In  Table  82, 
t  For  the  l>ails  of  the  eteam  railroad  fignrea  ef.  (H|>ni,  p.  301. 
t Attention  should  iKaln  t»e  drawn  to  the  fact  that  the  "net  Income"  apon 
which  these  ratios  ate  baled  1b  not  exactly  the  aame  for  business  corporations  and 
for  public  service  corporations.  The  dlltcrencea  are  not  creat  enoo^  seriously  to 
affect  the  ratios  presenled.     Of.  p.  179,  nipro. 
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A  fairer  compariBon  is  secured  if  the  taxes  paid  by  public 
utilities  on  the  intangible  elements  in  tlieir  specisl  frandiise 
valaee  are  included  with  State  taxes.  The  following  table  shows 
the  percentage  of  net  income  paid  by  public  utilities  in  meeting 
these  combined  taxes,  in  comparison  with  the  franchise  tax  paid 
by  bnainess  corporatioua. 

TABLE  88t 

PsBCBHTAOE  OP  Net  Income  Patd  IN  Statb  Taxbs  Flds  Tazbs 

OH  Ihtaztgible  Elements  in  Special  FaANCHisE  Valdss 

PubUe  BervUe  Corporation*  tn  Sew  York  Btatv 

Batlo  of  State  tazn  plni 
una  on  lataniible  ele- 
menli  In  ipwdkl  ftan- 
clilw     TKlaei     to      net 

CUm  of  Utltlt;  Perceutase 

StMm  Rub-oadB S.74 

Eteetrie  Railways  IS. 40 

Tel^hone  and  Telegr^th 7.10 

Gai  and  Electric 7. IS 


When  the  taxes  on  intangible  elements  in  special  franchise 
values  are  included  with  State  taxes  the  public  serrice  corpora- 
tions, with  the  single  exception  of  steam  railroads,  are  seen  to  be 
pa;iiig  a  larger  percentage  of  net  income  in  meeting  these  taxes 
than  the  business  corporations  pay  under  article  9-a.  This  tax, 
it  was  noted,  amounted  to  i.Z  per  cent  of  net  income.  The  burden 
is  materially  heavier  in  the  case  of  electric  railways,  which  pay 
15.4  per  cent  of  their  net  income  on  these  taxes.*  The  difference 
is  less  in  the  telephone  and  telegraph  and  gas  lind  electric  groups, 
while  steam  railroads  show  the  smallest  percentage. 

tTbe  following  rktloi  an  tMMd  npon  fomplete  rctumi  from  all  public  otUlttea 
In  New  Turk  State  for  the  real's  1B18-1S-1T-18.  For  all  noupi  except  teleidionc 
tod  telesraidi  eampBolei  tbe  ratloi  are  lena  tban  In  the  table  ttaied  upon  ten-jear 

Batio  of  State  taxei  plm 
taia  on  Intaoftble  etc- 
menta  Id  ipecul  fran- 
ehtae   ralnea    to  net   In- 

Claw  of  ntUtt;  P«MenUv« 

Steam  nllroada 8. SB 

Electric   raUwaya    14.  IS 

Tele^one    and    telerraiA T.IO 

Oaa  and  electric t.eS 

I  In   tbe  preccdlnc  table  these  ratios  ar?   based   upon   a«re«ate 

i:at«    net  Income   for -'- ' ---■■    -* —      ^-'^  - 

aperatlac  >t  a  pniOt  have 


•nrecate    net  Income   for   sample   groups   from    eaeb    class.      Onfr    eorporaOona 
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For  the  final  compariBon  taxea  paid  on  personal  property  bj 
public  Berrioe  corporations  are  included  with  State  taxes  and 
taxes  on  intangible  elements  in  special  franchise  values.  This 
combination  includes  all  taxes  not  levied  on  real  property,  and  is 
thus  directly  comparable  with  the  net  income  tax  on  busioesa  cor- 
porations. The  latter  replaces  all  franchise  taxes  and  personal 
property  taxes,  it  wiU  be  recalled. 

The  following  table  shows  the  percentage  of  net  income  paid 
iu  these  combined  taxes. 

TABLE  84* 
Pbbobrtage  op  Net  Incoub  Paid  in  Statk  Taxes  Plus  Taxes 
OH   Peesonal   Pbopbstt  ahd  Taxes   on   Intahoiblb   Eh- 
UEHT8  IN  Special  Fkanchieb  Values 

Public  ServiM  Oorponttont  in  Veic  York  BtaU 

Batlo  of  State  Tun 
Pint  Pcnonsl  Priqi- 
•Tt7  Tsxt*  BDd 
Tue>  on  Inusflblt 
Blcmmta  1Q  Special 
FraBcUae  Valaca  to 
Net  laconc 
Clau  of  UtllltT  Perceatate 

St««n  EailToadi   S-8S 

Electric  Railwavs  I**' 

Telephone  wd  Tol^raph 7.20 

Qu  and  Electric 1*0 

From  the  above  tables  it  is  apparent  that  -when,  all  public  utilit; 
taxes  other  than  those  on  real  property  are  expressed  in  terms  of 
net  income  there  are  striking  inequalities  of  burdm  as  between 
the  different  utility  groups.  Whea  these  burdens  are  compared 
with  that  borne  by  businee  corporations  taxed  under  article  9-a 


*  The  toUowlnir  ratloa  are  baMd  Dpoo'cgmplete  return*  tram  all  piAltc  nMlltln 
IB  New  JoTk  SUte  tm  the  jeara  1918-15-lT-IS.  _  _  _       __^ 

Raoo       OE       Stat* 

on  Intangible  clr- 


Claai  at  DtlUtj  Pei«e«tacr 

steam  Tallroada S.8T 

Bleetrle    rallva;*    14. BS 

Tdephone  and  tolegraiA T.M 

Oai  and  electric 7.M 

Tfaeae  latloe  are  bawd  upon  retnrna  from  a  larger  arouB  tban  are  tbe  rtlM 
ll*ai  la  Table  84,  but  repreaent  condillona  tor  Conr  rear*  onlf   (IBIS-IS-IT-IS). 
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it  is  Been  tbat  all  the  public  aerrice  corporations,  with  the  excep- 
tion of  steam  railnxub,  pay  more  than  do  business  corporations. 
The  latter  pay  approximately  4.S  per  cent  of  net  income  (taking 
as  the  base  net  income  before  property  taxes  hare  been  deducted). 
Comparable  taxes  for  eteam  railroads  amounted  to  3.88  per  cent 
of  net  income.  For  telephone  and  tdegraph  companies  the  fi^re 
ia  7.3  per  cent,  and  7.4  per  cent  for  gas  and  electric  companies. 
Electric  railways  show  the  highest  percentage,  the  amount  paid  in 
State  taxes,  taxes  on  intangiUe  elements  in  special  franchise 
values  and  taxes  on  personal  property  amounting  to  15.6  pear  cent 
of  net  income. 

The  complexities  in  the  present  system  of  taxing  public  utilities 
have  been  brought  out.*  The  fact  that  present  taxee  fall  with 
very  unequal  weight  upon  the  individual  corporations  within  any 
group  has  been  demonstrated.  It  has  been  shown  that  the  different 
utility  groups  are  not  on  equal  terms  in  the  matter  of  tax  burden, 
when  that  burden  is  expressed  in  terms  of  net  income.  In  the 
final  section  the  burden  of  taxes  on  the  chief  classes  of  public 
service  corporations  has  been  compared  with  the  burden  of  taxes 
on  mercantile  and  manufacturing  corporationa.f  The  figures 
there  presented  have  shown  that  business  corporations  and  public 
wrrice  corporations  bear  unequal  tax  burdens,  the  public  utility 
!7oups,  with  one  important  exception,  paying  more,  in  terms  of 
net  income,  than  do  mercantile  and  manufacturing  corporations. 
The  relation  between  taxes,  net  income  and  gross  inuHoe  of 
public  utilities. —  In  the  preceding  study  of  the  relative  burden  of 
taxes  upon  public  service  corporations  in  New  York  State,  net  in- 
come has  been  used  as  the  chief  standard  of  comparison.  Net  income 
ts  here  used  is  gross  income  less  interest  charges  and  certain  other 
deductions.  This  standard  has  certain  defects,  chief  of  which  i.<i 
one  which  arises  fnnn  the  varying  methods  employed  by  different 
puUic  utilities  in  securing  capital.  The  net  income  of  a  company 
Mcoring  most  of  its  capital  by  bond  issue  would  be  relatively 
email,  while  the  corresponding  figure  for  a  company  financed  by 
the  sale  of  stock  would  be  much  greater.     The  two  might  be  in 

*  Cf.  npra,  p.  ITS 

*  All  ml  prop«rtf  tair*  paid  by  bntb  sroniia  haTe  brtn  excladed  hi  maklni  tbli 
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poeitioDB  of  eqnal  strength,  jet  if  the  burden  of  taxes  were  zneaa- 
ured  on  the  net  income  basis  the  former  would  appear  to  be  in 
a  position  distinctly  lees  favoral:^  than  the  latter.  It  is  desiraUe, 
therefore,  to  determine  the  relative  importance  of  interest  charges 
and  other  deductions  from  gross  income  for  the  various  classes  of 
public  utilities  in  New  York  State. 

This  comparison  has  been  made  for  the  six-year  period  1812— 
1917,  inclusive.  The  four  chief  clasees  of  public  utilities  report- 
ing to  the  New  York  State  Public  Service  0(Hnmission  have  been 
included.  No  attempt  has  been  made  to  allocate  either  net  or 
grow  income  to  New  York,  or  to  separate  New  YoA  taxes  from 
others.  We  are  desirous  of  determining  the  general  relations 
between  tax  payments  and  net  and  gross  iiicome,*  and  for  this 
purpose  no  allocation  is  required. 

The  details  of  this  comparison,  by  years,  arc  jwesented  in 
tables  XV,  XVI,  XVII  and  XVIII  in  the  Appendix.  The  fol- 
lowing iff  a  summary,  showing  the  relations  between  the  average 
annual  gross  income,  deductions  from  gross  income,  net  income 
and  tax  accruals,  for  the  different  public  utility  groups. 


•  Otdm  Income  li  the  niin  af  o 

let*  open.tlDS  eipen»pe,  taiea  >■>._    ._    ._    

and    Don-opcratlnR   Incotne.    tBe  latter   compoied    c 
intereM  ind  dlTideada  rcceiTtd. 
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TABLE  85 

CoHFASisos  Bbtwber  Gboss  Incomb,  Dsdqctioits  Fbou  Qbobs 

Income,  Nkt  Incoub  aitd  Tax  Accbuai« 

Public  Bervice  Oorporation*  in  Vew  Tork  Bto-tt 
(Baaed  on  Average  AnniwI  Figures,  IfflS-IfflT) 


dMofotaily 

a™..«™ 

from 

Nttinoom* 

framsKM 
taxxan* 

(perogaUc*) 

I2M,  133,333 

■146.4SS,4ee 

•108,074.833 

OHiatatilitr 

«^« 

-ja^ 

(l«™«nta») 

sns-::s!^ 

4,»7I.S8» 

The  varying  importaiice  of  the  groBs  income  deductions  is 
broQ^t  out  in  the  column  showing  the  ratio  of  these  deductions 
(consisting  chiefly  of  interest  charges  and  rentals)  to  gross  income. 
For  telejAone  companies  they  constitute  but  22,65  per  cent  of 
gross  income  while  for  electric  railways  these  deductiona  are 
74.30  per  cMit  of  gross  income.  Gas  and  electric  corporations 
and  steam  railroads  stand  between  these  two  limits,  the  figure  for 
tile  former  being  38.95  per  cent  and  for  the  latter  57.13  per  cent. 
These  figures  indicate  the  relative  importance  of  the  various 
methods  of  securing  capital  employed  hy  the  different  utilities, 
the  electric  railways  being  distinctly  more  dependent  upon  bor- 
rowing, with  definite  contractual  obligations,  than  are  the  other 
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ntilities.     Net  income  afteor  theae  contractaal  deductions   are 
made,  will  be  correspondingly  lower, 

Tiieae  differences  are  more  shaxply  brou^t  out  b;  the  figurea 
showing  the  relation  of  tax  accruals  ta  gross  and  net  income.  For 
telephone  companies  tax  acomals  constitute  but  9.09  per  cent  of 
net  income  (before  deduction  of  tax  accruals),  the  oorrespoadiiig 
figure  for  electric  railways  being  37,71  per  cent.  Steam  railroads 
and  gas  and  electric  corporations  show  less  variation,  the  f(HTiier 
being  22.71  per  cent,  and  the  latter  19.10  per  cent. 

These  wide  variations  are  not  entirely  ironed  out,  but  become 
much  less  pronounced,  when  gross  income  is  used  as  the  standard 
of  comparison.  Electric  railways  still  stand  at  the  upper  limit, 
taxes  constituting  13.46  per  cent  of  gross  income,  and  telepluHie 
corporations  are  at  the  lower  limit  with  a  ratio  of  7.17  per  cent, 
but  the  spread  between  the  two  is  less  marked.  Were  the  non- 
operating  income  of  the  latter  group  excluded,  the  difference 
would  be  less  pronounced.  Steam  railroads  have  a  ratio  of  11.13 
per  cent,  and  gas  and  electric  companies  a  ratio  of  12.58  per  cent. 

Net  income  is  not,  therefore,  a  perfect  standard  for  measuring 
the  burden  of  taxes.  Insofar  as  there  are  Tariations  in  the 
methods  employed  in  securing  capital,  this  standard  is  imperfect. 
The  extent  to  which  these  variations  exist  and  their  effect  upon  the 
tax  ratios  for  the  different  classes  of  utilities  have  been  indicated 
above. 

The  Burden  of  Taxes  on  Insurance  Companies 

Insurajice  companies  doing  business  in  New  York  State  are 
taxed  on  their  gross  premiums  less  certain  deductions  allowed  by 
law.*  It  is  desirable  to  determine  the  relative  burden  of  these 
taxes  upon  the  individual  insurance  companies,  and  upon  the 
insurance  companies  as  a  whole,  in  compariscai  with  other  classes 
of  corporations.  Securing  a  standard  of  comparison  is  not  possible 
for  certain  classes  of  insurance  companies,  notably  mutual  life 
insurance  companies.  Difficulties  are  also  encountered  in  con- 
nection with  companies  doing  casualty  and  accident  business.  For 
these  classes  of  corporations  a  figure  directly  comparable  to  the 
net  inccune  of  business  corporations  or  puUic  utilities  cannot  be 
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[■coured.  For  fire  and  fire  and  marine  stock  companies  it  is  pos- 
sible, however,  to  approximate  the  net  profits  derived  from  New 
Vork  bosineas.  Theee  figures  have  been  secured  for  the  ten-year 
period  1911-1920,  incluaive,  and  have  been  used  as  a  standard 
for  determining  the  burden  of  taxes  paid  on  gross  premiums 
during  this  period.* 

The  general  procedure  in  determining  net  profits  from  New 
York  business  has  been  as  follows:  The  net  underwriting  profit 
for  the  period  in  question  has  been  determined  by  subtracting 
from  the  total  amount  received  as  net  premiums  from  New  York 
business  the  amount  of  lose^  paid  in  New  York  State  plus  40 
per  cent  of  the  net  premiums.  The  latter  figure  represents  general 
underwriting  expenses,  the  figure  of  40  per  cent  being  the  average 
relation  of  such  expenses  to  net  premiums.  A  correction  has  been 
made  for  the  lag  between  losses  incurred  and  losses  paid.  To  net 
underwriting  profit  as  thus  determined  an  allocated  portion  of  the 
gain  from  investments  has  been  added, f  the  anm  being  net  pn^ts 
from  business  in  New  York  State.  Inasmuch  as  taxes  have  been 
deducted  in  securing  this  figure,  being  included  in  the  expense 
item,  they  are  added  back.  The  ratio  of  taxes  to  the  base  thus 
secured  is  then  worked  out.  An  exact  determinaticm  of  the  net 
profit  from  New  York  business  is  impossible,  but  the  above  method 
gives  an  approximation  sufficiently  close  for  the  purpose. 

The  following  table  present  the  results  secured  by  these  calcula- 
tions. Tie  figures  apply  to  domestic  companies  and  foreign  com- 
panies  doing  business  in  this  State. 

d  be  uottd  thit  no 
Is  oF  iIIoMtlon  111 
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The  variation  in  burden  on  the  general  classes  of  insurance 
companies  considered  is  apparent.  When  taxes  are  expressed  in 
terms  of  net  income  the  percentages  vary  from  less  than  1  per 
cent  to  over  25  per  cent  for  companies  operating  at  a  profit.  The 
largest  single  group  is  found  within  the  class  paying  from  5  per 
ctnt  to  6  per  cent  of  net  income  in  taxes.  Ah  representing  the 
a^-erage  situation  that  company  lying  midway  in  the  distribution 
(the  median)  may  be  selected.  Including  only  the  profitable  com- 
panies, the  median  has  a  value  of  5.35  per  cent.  For  fire  com- 
panies alone  the  value  is  5.1  per  cent,  and  for  fire  and  marine 
companies  alone  it  is  5.71  per  cent. 

In  securing  an  average  of  this  type  (the  median)  equal  weight 
is  given  to  all  companies,  large  or  small.  The  burden  of  taxes 
upon  the  group  as  a  whole  is  perhaps  better  represented  by  the 
ratio  of  tfae  aggregate  amount  paid  in  taxes  to  the  aggregate  net 
profit  from  business  in  the  State  of  New  York.  These  ratios  are 
presented  below,  all  companies  being  included  in  one  comparison 
and  only  the  profitable  companies  in  the  other. 


TABLE  87 

Relation  of  Taxes  on  Gboss  Pbeuicub  to  Net  Pbofit  froi 

Nsw  YoEK  Bnsissss 

Fire  and  Fire  and  Marine  /na«rait««  Oomponfai 


CtaW  of  iQSDHinM 

Krt  

Uuine  uid  fire  and  Bjuine . . . 

All  companiM  


Nnmbcr   of  eom- 
panle*  Included 

Ratio     of    BKCrr. 
gate    taxei    to 

4.78 

6. eg 

91 

fi.76 

Do,i,,-c,ih,.Googlc 


IIelation  of  Ta2bs  ok  Gboss  Fbemidms  to  Net  Profit  raou 

New  Yoke  Business 

Firt  and  Marine  Intnranoe  Oompaniet 

(Excluding  companies  operating  at  a  lou) 

Ratio    <^    acce- 
sat«    f ■- 


aasi  of  iQiu  ranee 

Number  of   mm- 
panlei  Included 

Total 

82 

4.S4 

The  ratios  based  upon  aggregate  figures  are  somewhat  greater 
for  oompanies  doing  a  marine  or  fire  and  marine  business  tlun 
ior  the  fire  insurance  companies.  This  is  true  when  companies 
operating  at  a  loss  are  excluded  as  well  as  whoi  these  companies 
are  included. 

For  the  entire  group  of  91  companies  studied  (including  9 
companies  operating  at  a  loss)  the  taxes  on  gross  premiums 
amounted  to  S.75  per  cent  of  net  profits  from  !Nuw  York  business 
during  the  decade  1911-1920.  For  the  82  companies  rc^rting 
an  average  profit,  the  ratio  of  these  taxes  to  net  profits  was  4.84 
per  cent 

The  frequency  table  presented  above  shows  that  present  taxes 
fall  with  unequal  weight  on  different  insurance  companies,  when 
uet  profits  are  used  as  the  standard  of  comparison.  The  general 
position  of  the  insurance  companies  as  a  whole,  in  comparison 
with  financial  institutions,  business  corporations,  and  public  utili- 
'^iee  may  be  determined  by  reference  to  the  tables  presented  in  tbc 
earlier  sections  of  this  report.* 

.f  lenitii.    Ai  betwem  t£e  dllhrMnt  iioiaM'^tliMefoN, 

.- jUih  seoeial  relatlona  oqIj.    Tka  coinapendllw  talilH 

I  of  corponttoD  appear  on  pp.  1)1,  SS$4S1. 
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Kqmues  InTolved  in  Paying  Taxes  and  Oontesting  Aaseas- 
ments 

The  burden  of  a  complicated  tax  system  is  not  measured  by  the 
amount  of  the  taxes  paid,  alone.  Tbe  corporations  taxed  are  fre- 
{juently  put  to  considerable  administrative  and  other  expense  in 
complying  with  the  provieions  of  the  tax  law. 

An  investigation  to  determine  the  amount  of  these  expenses 
vaa  conducted  by  the  Committee,  all  public  service  corporations 
Id  the  State  being  circalarized.  Of  the  1628  corporations  to  T^ich 
<}ueeti(Huuiires  were  sent,  replies  were  received  from  7l7,  or  44.1 
per  cent  of  the  total  number.  Sixty-four  of  these  replies  were 
unsatisfactory.  Of  the  remaining  653  corporations,  323  reported 
either  that  no  expenses  were  involved  in  paying  taxes,  or  that  it 
was  impossible  to  segr^ate  these  expenses.  Figures  in  regard 
to  expenses  were  received  from  330  pnblic  service  corporations. 
These  figures  are  summarized  in  the  following  table: 

TABLE  89 
Total  Expemsbs  Ixvolvkd  in  Paying  Taxes 

Total  annual 

etMnwalQ.  toItccI      Id  Total  annual 

TolTcd       In  [>  a  7  1  n  K  eipenKi  In- 

.  . , Iiaflng  epe-  other  taiea  TOiTed      In 

atattnK  'i-  clal      fran-  (State  and  pajlng     all 

Claaa  of  atllltr                   cipenwB  cblie  tax  local)  laiea 

Steam  railroada 30            912,663  N1,6B1  (64,687 

Electric  Tftihnys   27              6,798  17,631  26^29 

Kipr«M  Mid  biu  companies                   6                     15  15,3i6  19,381 

Pipe  liaM 3                 446  280  725 

Wit«r  trwaportation  ....                18                 862  3,046  4,608 

TdephoiM  ud  t«legr»ph..                84            21,864  32,420  64,284 

Ga«  «ad   electric. 110              18,780  77,66fl  M,346 

Water  eompaiiiei  43              1,707  2,521  4,228 

Total 330  t6S,4«4  9191,404  9266,868 

Tiieee  figures  indicate  the  amount  of  burden  in  the  form  of 
sdministratiTe  expense  to  which  public  service  corporations  are 
put  in  complying  with  the  present  tax  laws.  For  the  330  cor- 
porations from  which  figures  were  received,  these  expenses  amount 
to  more  than  on&<|uarter  of  a  million  dollars  annually.  The  total 
fignre  for  all  corporations  in  the  State  would  exceed  this  amount, 
of  course. 


Total  annual 
Number    ol 
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In  addition  to  the  direct  cost  of  paying  taxes,  it  is  deeimble  to 
determine  the  cost  of  conteeting  assessments  of  special  franchisee. 
The  following  table  preeents  a  summary  of  the  returns  from  9? 
corporations  which  reported  such  costs. 

TABLE  90 
Expenses  Ihtoi-veu  in  Contesting  Special  Feanchise  Asbess- 

UENTS 

PilhUo  Service  Oorpontiont  m  Vmo  York  8tat« 
Number  of  r«pllca 

■titlng  cent   ot  Total  anuBRli'Mt 

coDteitlng      IB-  ot  conlMtlDi  11- 

CUm  of  nUItlj                                «c«uaeiitB  MuineDU 

Ste&m  railroads    17  16.237 

Bleetrfc  railway!   10  2^81 

Water  trans  portation i  51U 

Telephone  and  telegraph 6  1,M7 

Oaa  and  electric  54  QS.SSJ 

Water  eompanieg 10  797 

Total 98  »lO»,8n 

The  replies  received  on  this  subject  do  not  give  a  complete 
account  of  the  situation  in  all  utility  groups,  but,  even  thongh 
limited,  indicate  the  importance  of  these  costs.  Tor  the  98  com- 
panies replying  the  annual  cost  of  contesting  special  franchise 
assessments  amounted  to  $109,917.  Adding  this  to  the  other 
expenses  of  paying  taxes  the  total  annual  expenses,  for  330  cor- 
porations alone,  amount  to  $366,785.  Of  this  total,  $175,381,  or 
48  per  cent,  represraits  expenses  connected  with  the  payment  of 
the  special  franchise  tax. 

It  is  obvious  that  exact  figures  as  to  the  expenses  involve*!  in 
complying  with  the  tax  laws  of  the  State  are  unobtainable.  The 
average  corporation  has  no  means  of  s^r^^ting  such  expenff^ 
from  other  administrative  expenses.  The  figures  presented,  there- 
fore, are  to  be  taken  as  indicating  the  degree  of  expense  to  which 
taxpayers  are  put,  rather  than  as  measuring  these  costs  e.\aclly. 
Even  with  this  qualification,  however,  the  replies  received  indicate 
how  considerable  are  these  administrative  and  legal  charges,  which 
constitute  a  burden  to  the  taxpayer,  even  though  they  bear  nn 
fruit  for  the  State. 
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TABLE  V-D.  INCOME  WHOLLY  EXEMPT  FROM  FEDERAL  INCOME 
TAX,  REPORTED  BY  TRANSPORTATION  AND  OTHER  PUBLIC  UTIL- 
rriBS  AND  BANKS  AND  TRUST  COMPANIES,  STATE  OP  NEW  Y<HIK 

(Corporation  ineome  and  raofita  tax  returns  for  the  ealendBr  j«ar  «iidiiig  Deoambar 
31.  1913.  TaUe  oompiled  bj  Statiatioal  Diriaioa,  Inoome  Tax  Unit,  Bureau  of 
Internal  Revenue) 

DM     mil  (ram  <Mlntioiu 

othtr  aorpontloEia  M  ttx 

mbieet  to  tJidMd  Suta, 


INDUSTRIAL  OROUTS 


Tranqwirtation  and  other  publie  utOitJee: 

Btesm  railroada 

Baetrie  railways 

Eleotric  li^t  and  power 

Qu  eompatiiea 

Triepbone  and  tabgrqtb  companies 

Water  wotJw 

Other  railroada 

Water  transportation. ..'. 

Local  transportaticHi  —  Cartage,  etorase,  eto. . 
All    other   publio    utilitieB,    including   expreas 


Total,  tnnspartatiDn  and  other  public  atilitiea . . 

Banks  end  trust  companiee: 

Banks  —  general  —  not    properly    defined, 

private  bankws 

National  banks. 

State  banks 

^huit  oompaniei 

Ralated  business,  inoluding — Stock  and  bc_.. 
btgkcrs,   realty,   holding   and    dsvelopmeat 

..^  ^^  estate  loan  and  insurauoe 

leasing  realty,  eto . 

Total,  bvA*  and  trust  oompaoies 


15,092,239 

♦727,272 

1,067,985 

152,087 

136,406 

307,«5 

4,127 

1,865,035 

100,380 

352,108 

54,321 

$57,317,284 

$2,047,581 

S475,70S 

3,588,0*7 

129,556 

1.992,880 

',621,828 

$968,511 

4,203,76) 

195,696 

3,005,057 

259,253 

1.1,308,028 

18,637,278 
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TABLE  VIII 
Comparison  of  Capital,  Subplus,  AaoBBOATB  Ebsodbcbs  aitd 
Ee.u,ty  Holdings  op  Bakzs,  Tedbt  Compawibs  aitd  Iktebt- 

MEST    COMPASIES    IN    THB    StaTB    OF    New    ToBK,   JbHE   30, 

1920 


"fiS" 

Suttbuki 

.ss,. 

13? 

-■--•"-«•«- 

401 

8184,171,000 
3U, 224.000 

320 

•53,793.000 
70.303.000 

S7 
8145.594,000 
2OS.3SS.0OO 

30 
0.187,000 

141 

^i.,.lu.  ud  nixllTid^ 

aWproflU.... 
BukiBC  hiKuc*.  {ui^ 

W49.3es.000 
5.578,517.000 

:49, 835,000 
3.514,000 

■180.005,000 
1. 400.557. 000 

31,232.000 

8353,049.000 
3,583,321,000 

55.442,000 

823.302,000 
134,801,000 

304:000 

13.588.320,000 

__jit  oompkniM  In  lb<  report  of  Uie  SUto  SwarlntoBiknt  of  Bukk* 

Id  anwtlj  with  tiw  dusifieatioD  Mt  up  in  tb*  Tii  L><r.  Tha  Bgant  lur«  dvra 
.i.._^._.t_-    .  .i-j  [g„|_  bMHOf  DorpontiOD*  m  wiludftd,     Tht 

, M  of  Deeember  31.  1920. 

a  waA»t  vahM  of  (tooki  uid  bouti.    Tbt  niiiliu  oa  pu  nbu  of  doifa  ftnd  boodi 

"bukUiic  hau»,"  810,211.030,  and  "{umltun  aod  B>> 
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800 

TABLE  IX 
Sujimahy  Of  Financial  iKSTiTurioNa  in  New  Yore  Stats 

I  Taxation   and 


CL.\3S 

npartiac* 

Nambtf 

Niunber 
■t>la« 

1 

lU 

1 

1» 

*  The  miiiiiNn  alTaii  in  oartain  (rf  th*  ilnMiatT  ti 

Bnna.    ni>b<faatot^fa«t]BtnpDw*Man«aWB 

tat>lMbidbr«o«onn>lt(«L  It AonU  klto  b*  ootod  tlut  tli*  n 
in  tbt  (ubBdiar?  USIm  >ra  onlr  thow  (rom  wtiioh  Mmplate  n 
(■Ty  toexidude  cartiiB  of  the  (•tora*  miirtd  h»»ai«    '  '" 


TABLE  X 

Capital,   Income,  and  Tax  Payments,   Kational  Banes   i» 

New  York  Static 

(Based  oo  rstuma  to  the  Specinl  J<^t  Le^^aUre  ComnuttM  on  TAxatim  »ad 
Ketrenchiiiaiit) 

1918  ISig  1920 

Number  of  complete  relva^ 397  397  39T 

C^iiUl,  Ruphu  and  imdmdod  proGta    $400,839,658  «454,3S1,969  »3I7,I23,6m 
Net  taxable  inconw  as  returned  to  the 

OoRuniMiODer  of  Intera  J  Revenue, 

UmMdetotes 52,81»,5S1  8S,0?9,7U  79,^1, Z81 

Dtfclts ia7,7;j  KS.SiT  lOi.eu 

Dividends  received  from   other   cor- 

porationn  subject  to  Federal  Incomo 

tax* 790,357  832,824  1 ,36l,JM 

Non-taxable  intereat on  Federal  bonda.          3,060,626  4,d04,52S  5,02S,7o5 

State  net  taxable  income 56,497,734  71,557,338  76,972,301 

Deficits U.943  tiS.Stl  U,7SS 

Baol:  stock  tax  f 1,003,206  4,543,619  5,171,338 

General  property  tax 998,592  1,056,204  1,161,931 

Total  Sew  York  taxee  paid 5,006,798  6,599,823  6,333,17: 

*TheR  is  0  miuiitsr&ble  dlKnpinfly  batWHO  tliia  flfurs  for  ISIS  and  tlu  oorranrandiM  itoa 
in  Tsbla  V-D.  prspmid  by  tha  Buiakti  oF  Intemnl  Ravenua.  In  (wiiiiputiaa  tax  ntioa  Um  abort 
fiaure^  based  upon  ratunu  of  tba  individual  banlu  to  thia  Committea.  lua  been  uaed.  Tlia  ■£]' 
lennce  BfTccta  the  ratiaa  by  lav  tbu  hall  of  I  per  oant,  homver. 

t  There  i*  ■  lag  ol  una  yaar  in  Ihe  annuil  Ui  pirmeota  leoordad  in  tha  ftaoort  of  tha  Tax  Com- 
miaaion.  »  compued  »ith  tlia  Bguraa  liirea  abora.    Thiu  tha  1930  fi(iirca  abori  wnuM  uhimt 
under  the  ye^c  1Q21  (tbe  Sical  year  in  whiob  nmeivBd)  in  the  lUpon  of  tha  Tai  C 
Thia  >P:>liai  to  tha  Ui  Bium  for  all  flnaneial  itutitution*. 
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TABLE  Xa 

IIelatio:;  Between  Taseb  and  Net  Income,  Nationai,  Banks 

IN  New  Yoek  State 


jc:nersl  property  tai  to  State   Net 
Bank  stork  tax  to  Stats  not  taxable 

jmcral  property  tax  plua  back  stock 
tax  to  State  net  tuutbte  iDeome*. . . 

Zvnerai  proptfty  tax  to  capital,  nu- 
plu9  and  UDdivided  profits 

General  property  taE  plus  bank  sloak 
tax  to  c^Htal,  surpluB  and  undivided 

Dividends  leeeived  from  other  cor- 
porations   to    State    net    taxable 


1918 
Percentage 


1919 

Percentaga 


Percentage 


«  havfl  been  deducts 


(JtOflnl  ptfiperty  tax  pliu  buk  stock  la 


1918       isie 


TABLE  SI 

Capital,  Income,  and  Ijlx.  Payments,  State  Banks  in 

N»w  YoEz  State 

IBued  on  returns  to  the  Special  Joint  Legialalive  Committee  on  Taxation  and' 
Retrenchment) 

1918                    1919  1920 

^vnibnof  oomidete  raturns 157                      157  137 

Ctpitai,  surplus,  and  undivided  profits.      (67,339,913      $74,291,369  S97,5&9,07S 

K«  tnaUe  inconw 7,490,900       11,568, 099-  14,403.961 

D«fiertR S8,7S7            tS7,94S  59,843 

^^vncWtdi  receirad  &«m  other  eor- 

ptntionsaubject  toFedenI  Wx..             175,195             2U,0!)[  2QS,31Z 

SoMwt^e  interert 518,711              987,878  954,077 

^t*(e  net  taxable  ineome 8,159,571       12,546,157  15,630,4aa 

D«fi«ih 15,563                7,029  iS.lOt 

*«k*)ektax 673,399            74.',9i3  975,590 

*^*«l  pfopMty  tM 4C7,SG4             474,387  667,637 

Totd  New  York  tww  paid 1,141,203         1,217,330  1,543,227 

l!0,l,,-,7rlh,.COO^^IC 


TABLE  XIa 

Relation   Betweks    Tasbs    and   Income,    State   Banes  :s 

New  Yoek  State 

1918  1919  19.« 

PeroanUse         PcrceiiUge         Percraise* 
Genwal   pnpKtj   t»x   to   State   nst 

t&ubla  !iuK»ne* 5.7  3.7  3  6 

Bank  stock  tax  to  Stftte  net  tuabla 


Ooneral  property  tax  pliu  bonk  stock 

tutoStateaettuaMsineome* 13.9 

Ooncral  prapcrtf  tax  to  oapitiJ,  sur- 

plui  and  imdiTidad  proQta 0.69 

Gounl  pn>p«rt7  tax  phia  bank  itook 

tax  to  coital,  aurplus  and  undiTided 

IKOfita 1,7 

Dividaudfl  nedved  from   other   oor- 

pcratioiii    to    State    net    taxable 


Non-taxaUft  intowt  on  fUtf al  bonds 
to  State  net  taxabh  Inflome 6.3 

•  If  nat  Inoonw  bafoi*  pnnmrtr  taiu  tur«  bean  d>dui)t«d  i> 


TABLE  XH 
Capitai^  Income,  and  Tax  Payments,  Tsost  Companies  i>' 

New  York  State 

(Baaed  on  return*  to  the  Special  Joint  LegiaUtive  Committee  on  TAtitioa  id 

Retnathaeat) 

1918  1919  19J0 

Number  of  oonqklete  returns 83  82  il 

C^dtBl,NrpIua,aaduDdindedimfita.    |2S1,773,«)3    1292,761,579    S3U.4W,o09 
Net  taxable  Inoooie  as  returned  to  tbe 


24,947,640 

29,979,383 

tis.aoo 

39.550, Wl 

DeddU 

tn,m 

tii.TOt 

■ubjeot  to  Federal  inoonM  tax 

3,460,124 

3,214,284 

3,»l,313 

2,013,809 

1,784,109 

1,328,M1 

State  net  taxable  ineoma* 

30,384,791 

34,863,891 

44,29»,JH 

sss.ies 

2,817,734 

2,927,645 

Cndit  ^ven  on  acmuot  of  State  bonds 

78,3« 

2,746,576 
1,744,438 

2,see,9is 

1,016,626 

3,068,1b 
2,024,M? 

Gonetal  irc^Mrty  tax 

Total  K<nr  Yorfc  taxes 

4,«1,064 

4,776,441 

6,0W,»6 

•  To  ■seim  ■  Scon  OMopanbl*  to  thoM  ^ne  abore  for  nmtiona]  wid  Stats  banki,  (hi  inauu 
paid  a*  a  [lanohiaa  tai  alKHld  be  addad  to  th*  ImxHiu  S^una  ban  civm.  Thi*  votnntd  ip" 
haa  baan  naad  la  woridnc  out  ths  latloa. 


TABLE  Xlla 

Relation  Between  Taxes  ahb  IwcomBj  Tbust  Companies  in 

New  Tobk  State 

191S  1919  1920 

Paro«iit>c«        Pereeutage        PenentBfle 
Genenl  ptop^y  tax  to  State  net 

tanble  iiMoiiie* 5.2  5.1  4.3 

Fnacbiw  tax  to  Steta  net  taxaUe 


Gtoettl  i«iip«ty  tax  phu  frucbiBa 

taxtoStAUnet  tauble  inoome*..  13.6  12.7  10.6 

General  jvoperty  tax  to  capital,  nir- 

plui  and  undivided  profit! 0.61  0.63  0  64 

General  property  tax  plua  franchise 

tax  to  caiaUl,  eurplus  and  nndirided 

profite 1.5  1.6  1.6 

Credit  girtai  to  tax  levied 2.5  2.3  2.4 

Dividends  received  from  other  cor- 

porationa    to    Stat«    net    taxable 


■  If  Mt  ineom*  baton  propart]'  U»  hsra  beea  deduotail  i>  UMd  H  ■  bm,  th*  (oUowim  ptr- 
°™          "*  1918         1919        1920 

G«ngn1  prapsrtr  tax  ta  natiocanu ^  0  4.S  1.1 


TABLE  Xm 

Capital,  Income,  axd  Tax  Payments,  Investment  Companieb 

IN  New  Yoke  State 

(Band  on  retunic  to  the  Special  Joint   Legialative  Committee  on  Taxation  and 
Retrenchment) 

1918  1919                  1920 

Mumber  of  complete  returns 15  15                     15 

Coital »8, 150,000  $8,150,000      $12,150,000 

Sunihii  and  undivided  profits 2,180,654  2,358,430         3,825,619 

Total »10,330,664     $10,508,430      $15,976,619 

N'et  taxaUe  income  aa  returned  to  the 
CommiiBiDner  of  Internal  Revenue, 
United  Sutes 6«,  185         1 ,  152,090         2,010,779 

DefieitB S0,O4S     


ih,Coo^^Ic 


TABLE  Xin  —  CoTicluded 

inia  1919  1920 

Dividends  raoeivad  from  corporations 

subjort  (e  Federal  inewM  Ux 4,528  3,S39  1S,078 

Noa-tauMtbteKatMiPadsnlb^iida.  13,729  13,751  1L>,9SS 

State  net  taxable  incams" 037,412  1 ,174,731  3,071,ft4» 

Deficits 20,013     

Tax  levied 34 ,031  3S,SD9  56,4SI 

Credit  ^ven  on  aceount  of  Stat«  bonds 

held 10  50  SO 

Taxpftidf 34,021  35,739  56,431 

General  property  tax 1I,«33  23,071  14,7aC 

Total  New  York  tuaapitid 46,054  fi8,8»  71,187 

*  To  (Mui*  a  flcura  oomparabla  to  tboaa  ^vw  ■bora  tor  ButkuuJ  Hd  Stuta  haaki.  the  aaumat 
paid  u  a  franduM  tax  ihould  ba  uldad  to  tba  iDoama  Bcuraa  btn  cnm.    TUi  conHted  Am* 

t  Cf.  footnote,  Ubie  Till. 


TABLE  Xllla 
Between    Tazbs    aitd    Incoux,    Invxstusxt 
CoMp/jiiEs  ijs  New  Toek  State 


Generd  property  tax  to  Sute  net 

1918 
P««eBta«B 

16 

1919 

Per^nts'^ 

1.9 

lO-X) 
PereentasB 

General  propecty  tax  plus  franebise 

tax  to  State  net  taxable  income  —  6.^ 

General  property  tax  to  capita^  aat- 

pluB  and  undivided  profits 0,11 

FranctnM  tax  to  capital,  gundue  and 

undivided  profits 0.^2 

General  property  tax  plus  franchise 

tax  to  capital,  sorplus  and  undivided 

profits 0,4 

Oeriit  given  to  frxnekise  twc 0.0 

Dividends  rwdved  from  other  ooi^ 

porationa    to    State    net    taxi^e 


•  1(  net  inoQmo  before  property  te 
eoucn  ue  MOired: 


I!  0,1,7,7,1  hy^COO^^lC 


TABLE  XIV 

SCRPLUS,     IkCOME,     and     TaI    PATMENTa,     SAVINGS    BaNES     IN 

New  ToBit  Stat  a 

(Biwd  OD  returns  to  tha  Spadal  Joist  Lsgiil&trve  Committaa  on  Tucation  and 

Retrtaehmeat) 

1913  1919  1920 

Number  d  complete  retHm 135  135  135 

Stnpliu  and  midivMled  profits tl44,780,3(K     $147,036,336      $93,030,640 

Net  earninst  (u  drfoad  in  New  York 

BsnJdagLaw) 84,203,342       91,556,330      105,510,976 

DiTidaHb  pnid  to  depoatoM. 72,266,327       78,336,727       85,971,196 

Met  n«min[p  ovBT  expeDoaa  and  ifivi- 

dewb* 14,274,279        16,938,404       23,275,379 

TrmcfaiM  tu  levied 1,447,863         1,470,363  980,800 

Credit  pvm  on  aecaunt  trf  State  bonds 

bdd 133.512  184,892  188,929 

Tupaid 1,2»4,291  1,285,471  791,877 

Propirtj  tax  paid , 887,805 

'ToaHuraafi«ira*Drapkrablata  thoKgimi  Hbsvalor  DKtiimMl  itod3Ut<  binlit.  ths  >Tii(nmt 
m  u  t  InnidiiK  Ui  ihould  ha  iddad  to  IHe  ast  Mrainta  Haura  him  livsn.     Thia  sorraotsd 


TABLE  XlVa 

Relation  Betwbbk  Taibs  and  TSn  Earnings,  Savings  Banks 

IN  Nkw  Yobk  Stath 

1918  1919  1920 

I>ieentaea  IVrcentaga  Percentage 
'JcwKl  propert7  tax  to  b«I  ^rar»y  over  ox- 

pnn  and  diTidadB* 3.7 

^uehtn  tax  to  net  Baninff  a*^  mtpaoBi  and 

diniiinds 8.1  7.0  3,3 

^tBoal  proptrtjr  tn  plus 


•^t  given  to  franliiM  tai  1 


3.6 

12.5 

19-3 
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Paving  Costs  of  Elzcthio  Railwayb,  1911-1920 

(The  figure!  preaeiitod  in  the  foUotrins  tables  b&ve  been  oi>m[Hled  by  •  oommittM 
lepnteathig  the  eleotrio  railway's  of  the  State,  and  are  ininted  as  aubmittad  by  them. 
The  first  table  relates  to  the  56  oompaoies  ooveni  by  the  Committee's  inTMtig«tio[u. 
The  figurea  in  the  secaad  table  apply  to  35  additional  compames^  whQa  the  third 
table  presenta  the  total  coat«  for  the  entire  91  oompaniea. 

The  CommiHee  does  not  wish  to  appear  to  ieXe  the  podtion  that  theae  pavJD; 
duiiget  fall  in  the  same  category  with  taxes.  It  realiioa  that  there  is  a  Btrong  dif- 
ference of  opinion  at  to  tfieir  real  economic  character.  A  portion  at  leait  of  these 
ehaigea  are  clearly  expenses  {xupeily  charseable  to  the  compaoiea  to  offMt  actual 
*  '  a  the  paving  because  (rf  the  poeaenee  of  the  traoka.    The  preeiw  diTiding 


A — Paving  Costa  of  56  Companies 


1911-1920 


JUnouDls  diamabU  tor  pariac 


Tear  end«d  Ju 
Tmt  SDdad  June  JU, 
Yen  sodid  June  30. 
Ymt  enilad  June  30. 
rsH  ended  June  30 

Y«ar«iided  Jane  ... 

Sii  monllie  ended  Deeamber  31. 
T«H  aiHled  Deoember  31. 1017. 
Teu  ended  Deeamber  31.  1S18. 
T«H  ended  Desember  81.  1916, 
Yami  ended  Deoember  31.  Ifi20. 

Total 17,033. 

[ID  Compeoies  report  uo  pavinc  chuaei.] 


TABLE  XIX  — Ooii(inu«i 

B  —  Paving  Costs  of  35  Companies 

1911-1920 

AmotniM  durmbl*  tar  pariiiv 
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U.OM.SSS 

n.234.4Sl 

Ill.WOJW 
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TABLE  XIX  — Continued 

C  —  Paving  Costs  of  91  Companies 
1911-1920 


M  chwtuible  f  dr  pvrlna 


Cull 

S83B, 


r«w  aidMl  Jinw  80.  IBlfl 

abmoaUaoMbdDgeaiiibetSl.  IBIS 641, 

TavaidMl  DMSDlMr  St.  1H7 931. 
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GENERAL   APPENDICES 


APPENDIX  A 


DIGEST   OF  LAWS,  OF  THE  VARIOUS  [STATES  RELAT- 

ING].TO  THE  METHODS  OF  TAXING   PUBLIC 

UnLITIES 

PREPARED  FOR  THE  JOl^^  LEGISLATIVE  C3MMrTrEB  ON 
TAXATION  BAND  RETRENCHMENT,  NEW  YORK  STATE,  BY 
C.  BVELEEN  HATHAWAY  AND  RUTH  MONTGOMERY,  LEGIS- 
LATIVE REFERENCE  SECTION,  NEW  YORK  STATE  LfflRARY 

REVISED  TO  OCTOBER,   mi 
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DIGEST  OF  THE  LAWS  OP  THE  VARIOUS  STATES  RBLA 

PREPARED  FOR  THE  JOINT  LEGISLATIVE  COMlf] 
By  C.  Evoleen  Hathanr  uid  Ruth  UoatcoDHry,  Les 


.,  StalatUM ^^-, 

tlM.    VahuliDsafiBtudfahpnvKta.al 
'   itiiK  nlu*  of  tu«iS*  frsH  faML  M 


■ll«^»II|BU|IWll 


udto   t^OM  "»••  "ot 


□eotrig  light  or  pi>«*r  umpuii 
Wkt«T  VEir^  EU  or  bfi&tinf  dv 
PUT  or  nmilu  pabl»  uUli^^ 

Tnufurinc  Uffife  or  puKntn 
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815 

THE  METHODS  OF  TAXING  PUBLIC  DTILITIES 

TKATION  AND  OBTRENCHMENT 
■M  Seetioo,  New  Tcffk  State  litowy 
B,1921 


«iU««tt.i 

MiatbaaaiM... 

Fte  Ikoaa.  uriiikca  and  fraxlUaa  taiaa  tba  ann  of 
^^ta^AX  ^Htbbth^S^  SI2m'aa!i!rf 

mum  for  Gnt  two  ;oan  oI  ha^ooB.  tlOO  par  ann^ 
umualtr  ia  a  pai  oant  of  maa  raogipta  of  boboB. 

■l*rdi«di... 

ahtnilnaik 

n!>nana.fa 

nuj'  ba  leTiad  br  oitiaa  and  tawna. 

Doni/cat^yCoOt^lc 


DlOEST  OF  THB  LjLWB  OF  TUB  VaBIOES  StATSB   R^LAl 


RafrinnM  tb,  dw 
toll  road,   nikoad  avniptteii^ 


M-M,  M,  UM(?    l^iitB 


olhat  lt»n  nUnwl  it*i 
judhidaB]  Dwnlnc  fgch 


Pu  to  IM  UfiW  w  fnU  a^  nlM  of  proiwty 
etala  >t  1  nU  lAieh  Atn  aqoal  anrue  rmtc 
toe  ill  ntcpowi  il  til*  Mm*]  (BXiBi  iBitriciJ 
Stot«&A*«iiinBtT«*i'   audtulobtsB 

•11  othw  tUN  wmit  lanal  lioMH  tu.  Ue 
iifiitimtiaa  fM  tijMt  to  th*  SiMe  «otTi 


9tila  I^  Comn^iaaB  t 
to  ba  >  MiiMntital, 


nifci»d  tiMfa,  nJEJil 


llllllllllllllllllll  t|l|lllllilMllllMnMI»llllll 

ud  dbtrioUtlmad  wUA  nllraad  twH  >s 
(a*atua)iidl«nin<aik  Bnarfimi md ■  Jt 
mtmd  u  r«sl  dtita  to  lB«i«pui»liJ  Ion 
loestsd.  if  ■Wrali  ud  itocw  amimei  u  pi 
projwtiiBtoniiiTdirtriiitvtestoMted.  M 
peramul  propertr  annil  nllmt  MsA  aad  H 
ud  real  aiUte  oUh  (UB  imd  for  Bibad  ^ 
■wemdln  noBly  lAen  Btiated. 
UM  Tu  i^"—™— ■■— -"  nlga  sf  ^ufiap  ii 
b;  t*kiii(  the  nme  pnntiaa  o4  (((ncMt  n 
*Btira  pnoieiir,  tupbh  wid  uUaii(nile  nti 
withost  Suit,  u  the  nsBbar  of  Bilel  <ti  i 
in  tliii  Stale  onr  whieli  audi  nofiw  an 
ita  bontiaai  baara  to  ^  ■O'e^tc  *ff~  " 

to  eonatiea,  towna  u 
par  mils  ia  the  atat«. 

a  afvxve  aaacaameot  TibatioD  ■  put  hhi  t 
nquind  to  nuketha  total  miliaanrfa^aiaia 
tba  State  dDrinc  one  jaaf-  Sum  tsxaa  a^F 
aa  upon  other  propertj. 

rapert;  aaeaaed,  aiue  aa  foi  aiiii—  »■ 

TWbl«  rahit  of  pn»er«  iritUn  atatc  il  fT 
takiuf  a  proportJODate  amooBt  of  vahifl  ol 


3taM  T»  Coraniaauiii  m 
pToportioo  of  poto  nuloa  i 
total  pola  mSo  aid  « 
tioMd  to  kHa]  dlatritU 

3tit«  Tu  CoBBMoa  «i 


madSSr'K^ 


trmw^m  of  lonat*  nlni  of  ^4ire  pri 
iritUi  ud  -itlmt  3tat«  a*  tba  nabs  of  m 
til*  Stat*  bttn  to  total  KUBbs  <tf  nihii.  A 
tioBmeol  miu  a*  lor  oimM  oo»|»»ie«. 


I!  0,1,7,7,1  hy^COO^^lC 


I  THE  JVIkthods  of  Tazinq  Public  Utiutibs  —  (Conlimted} 


UoMUH  ad  mlnUiMdaa 


DfSpMtoilwilbti 


Iwsn 


'  mt^p  aiiul  (miibiyed 


jMr  oent  of  tbe  mm  nHipti  lo  ba 
pud  Id  lisg  of  111)  olbw  luHBimi 
inpeiliM  of  mill  nMB^T. 


nirilipi  lai  of  S  pM  ««at  ol  n 
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Digest  of  the  L&wb  of  the  Various  States  RKUiTui 


lulraad  goauuiMladad 

nUmn.  rfmiiiw  "M, 

KHO  at.  pdMs  tu  imiiiiilw 
nfrjnntot,  nil,  tlaOc,  bA,  ud 
Mbtriiu  NinuicK  • 
t»^m  Mat  imiatm 

tUi  3tet«  M«[r^  ud  Ulg^oM 


vMbt    labi,    pip«,    MiMk 
ifilohc^  tub,  aoMfanta  «     ' 
BMM  nr  noMKtiac  wilar,  I 


W30,  W42,  U«4,  MIT 
MU,         MU-IM7.    E 

liin,UII3.oli.  IS3. 


powa,  pbw  Un*.  mMt.  Mmt 
•rs  onrdor  openMiIud  haTiiif 

lUitnMk:  mis.  ■»,  <i«trb  ud 
pow  cnniiuia,  snnn,  tal 
ptKHH.  Irftjuph,  -Mm  ud  e 


9tU*  Tu  mn  huiUM  aiul  to  1  VIO  |»  «Mt 

tglo«ltu>liaB. 

tobatlMBnvdMk^olMynlRbaac  tv  ni 
MBuWoiSlMlalatalailntf  Batecrftu.aB 


k%r(a 


off  ri^t  of  nuueuJadlanUytaiElioolkri 


Ptvpvt;  nbicet  ud  id  n 
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I  MsTHOse  oy  Taxing  Public  UTmnas —  {Continued) 


Ipaiovito[iiiiiirMdi>U:t«l<|iti0iia 
■ad  Mtpwa  oo^uJM,  Ei  pM- osat 
dtfriiMiweipU. 


■Ml    BMa    BaeoM  b 


ffi  ocdBtndtT.  7t  pfrtotof  in 

out  poww  to  fii  mf' 
Ki  nUrmb  Una 


V>.  dntik  ud  poxr  mniDuia, 


niitwkiuid  baixli 


UM  ot  aa*-Wf  of  osB  pa  o«n(  DHB  <ulU  itoA 
10,  per  omt  on  act  lusiiin,  tlOO  per  loennotin 
121  lor  eeeb  pwMiiget  cv,  tID  (or  imIi  [ncht  etr 
ud  tni^ud  10  oenti  foreMh  piMncvaoumrted 
tor  MIoirtiv  nnu: 
I.  m^  BUU  Wuh.,  nlbMd  ttmpur,  MWMO 

inr*  Biilnwl  Co..  fU.OOO  (OMlIr- 

jmonwdPlui».IUibaiHlGo.,t8(UX»uiiBllf. 

( ,  Mifvlwd,  Del.  &  Vl  Railnad  Co,  USD  ubbIIt. 
5.  DeL.  Md,  k  Vi.  RhUtomI  Co^  I1,U0  (imkUr- 
■  '^'-nuicloii  t  N.  BulrcHl  Co,  IWOO  umbUt. 


taabilB  of  It  nOb  HI  Onaeu 


tnJtUiitheSUtE.  Fnn- 
r  (dflfrq^  oorporMion, 
olpoeirampUlobopiid 


■oil  tu  ••  feUon:  (0  aenu  pv  idto  fv  loaiat 
■in  in  Stale:  T"  ri  1i  [ir  ~i'iifiir'iii1lnineel  iiliii 
ji  StatK  ao  otBli  pet  mil*  (cr  (wh  ud  (KfT  otte 
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DiQEST  OP  THE  liAirs  OF  THE  Vakious  Statbb  RsiAnx 


STATE 

^^„ 

Su»uFDrt>b«niA»mi>id>i 

ComptroOir,  ittanv  ■««■  ud  State  Marafi 

'^^^^:!^>^. 

uvatlwiniptrtr. 

Td       pl.c».p»d- 

EUBtritU^torpowpUnt* 

awpu  ud  pvlor  DU  umpuiia. . 

QHI>luti.n»er«ai]iu)> 

«.«...  f_,J-K». 
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o  THS  Mbthods  of  Taxing  Poblic  llTiLmBS  —  (Continued) 


■  u  r«  Mivpk  »» 


■nu]  la  M  luloii:   SO  OMti  nr 
win  la  SteU;  30  imta  |h  nil*  let  o 


■ik  for  tuA  Md  troT  otlut 


It*  for  (Mb  Wsikoiue  IniWtMr 


lsl(snl>h  DoB^Suie  H  (or  Ulqpmpb 


"ruukiH  Ux,  I  ^  Bent  of  in 
iMtipta  to  )m  pud  uniullj.  V  ] 
rwt  gf  vol  (umiifi  to  tM  p 
uiuallrlotlwaula. 

1uiki.Iu,l'S<,[[»oaiitinoal.. 
mpUiadi  jiH  ud  *p« 


a  tUaBWalmiilHd  or  nntad  to  tny  penm  ot 


Annul  lieaue  tea  1150  lo  bo  piid  to  3lit( 


I  pot  oiataB  m  dtdtrod.    Aanwl 
u  nf  oat  BiD  IB  •Mb'dollir  of  I 
vooptiof  tbo  eoBivBT  toian 


» III,  3/$  of  1  pir 

UM|n«i«|itiHeii]Mr-  If  put 
ot  ili  Iwwiiiililim  Uu  i>  b  lUi 
atM*  (od  put  b  uoUw,  tho  tima- 
<kki  tM  tMI  U  M  tkt  tiMMrid 
■Ub  mM  sMb  wotnrlian  ol  it* 
Mlhol^tlialliMb 


ijM  of  tJl  otligr  gUt«  or  otHUity  linciM  tuH  o] 
JMd  lor  <Dmj)uiaii>itiow  In^  phi  tkromk  it 
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Umdbi  nd  ndanllaMOta 


Itdsitta  Moot  v^d  to  niboHk 
fAr  fluniDc  ttrir  frafhl.  In  Hn 
of  all  Otis  uu*. 


■^i 


!•  per  ngt  ton  (rf  iwlalaw]  touui*  to 

._— Munv  who  p«7i  Kw-iiiH  of  it  to  eauu^ 

I  whieli  port  of  hill  of  tnll  a  lowltd. 


FMr  PO  aat  <f  p«i  Miniop  in  U 


FUilnidi  p*)'  privilrgFti 


■  mm^itj  pan  pririliiB  tu  te  Stale  lodllor 
gfltinl  la  K'V).  and  M  ptr  milt  ao  Iil  dMi 

U  per  ndle  for  2d  and  3d  e)tm  nilrDKl  tneii. 
3Imi4ii|  eir  conpanls  pij  priTiltce  tu  tn  Stil* 
■adUnr  of  13^  pir  mn«  a[  JM  dw  nilroMl  oth 
vhieli  soBiiwiiy  run.  in  cmn,  taJIO  on;  !d  ud  M 


Pit  (d  Btata  Timiiw  1  per  «Mt  ef 
■  lUidiici  ii  Ilea  st  otfatr  t* — 


. . .  fHT  Titilg  of  line  opciited. 
Phi  phcilece  tu  to  Niiity  lu  eoUaotor  nrjmt  froD 
t&  to  ^750  uoordiag  to  Duidber  oF  lubecriben. 
Liafl  diinaga  oaipviiM  p>y  ii  oenti  per  mils  oi 

PujilD  Stita  AniUtor  IS  cenU  per  milt  of  pole  line. 

Hj  pririlMc  tai  to  tamty  ol  UO  to  MM  aooordini 
tenqnlatiaa  of  tvm.  ^ 

pOpolatlOB  of  C4W1L 

h)*M*tDtni>pnnl«aet«iaecordiii«to  population 


H  tai  eqal  M 1  pel  ant  «t  net 


r  pan  lu  of  {XM  OB  cull 


g|  1  ptr  Mat  OD  litraMalt 


Paji  anooal  re^itratLon 
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BmoM  BUMa,  I«K|V' 
SN-Ti,4iiw.    an,  mi- 

im,I04l-4T:  Um,  lUT.  pp. 


nMiaa  I.    (Bm  iIm  » 


"SlSSiSlmf.i 

■tatatM  nktiBf  la  >u 

ui^M.  IBIS,  PP-  B.  11.  M: 


Fahlii  uliSti  oorporatioB 


, ,-,  _,  prints  _ 

lim.  ilml  nulaw,  tnotloD,  tdi- 
Duh,  nw,  Ubpboiu,    ■ 
Lchtud  vo'ntc '— 


3W4 


■dnditiirfi 
itniMttol 


ti  mr  Bad  aU  oiLcr  pi 


ID.     Vmiar  f«  I 

^batlBlpon 

it«  pbnt  ud  jnpatr  «lu*« 
" U  tkaStata  bcus  ts  M 


portioMd  to  ooVBtiei  M  ndk 
loadlT  iniMii  MM  M  t«  n 
Um  ud  iW 

liit«duilH* 


9lkU  Board  of  EquBbatioa  and  Ajmwih  ■ 

~U  pnpoti' iHludiit  [nueliin  OB^  Ifol  p 
I  tb<  tifht  of  ■».  HibI  aataU  HinnKi 
iad£>biot*wHinb(to*la«u.  RolUMffa 
itsafible  TihH  Hoonfiac  to  mjluf'-  u» 
■  lor  othgr  mpvtr- 

9tiit«  Boud  Df  Equiliutjag  ud  iImm ■ 

md  Jcrias  Ui  oq  cv  pompaaieo.  lUlt  ii  ev 
mntc  d[  illtciiml  U«*.  SlaU,  louJ  ihI> 
Tu  paid  into  ■«unl  faad- 


_i  milea  or  nliioad  tnA  am  wkkh  can  ■irr 
bian  to  total  numbw  of  biIh  o(  Hack  nwd  i 

wWfl.   ApportionfldbiooiiBtigoaaiairaub- 


in  ItOBi  in  valiBtM  ut 


ssBpaar  mm 


phjTMCil  pnnrtr  Bied 
UM,  ai  a  ooUotm  Bi 

IIm  total  wpttUoa^i 
■lid  wirhlilhinaiMalmjiiitiiitailiiiiiialiim 
*»■  1  all*  nait  lyMlioa  ba^  aif tLi  BiBl 
fitaa  *D  aivorlfaiMd  ia  aolifNt  to  IW  aih 


rti  rnmiaMnn  todattmiae  aotoal  laiut  i 
'     iwad  in  iu  iMkaan.,  Who*,  oiilr 


.-  ~- .  lotaltadoie  ■!■ 

« IboBkom  8Ua  at  tkU  tin. . 
laon^aadpaidtaatatt.  bi 


laaaloL  aaoh  torn 
akua  si  aapjtal  H 
riibtofnr-. 


RuatadK  k^t  b^  Stato. 
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^D  THZ  Methods  of  Taxino  Pubuc  Utilitieb  —  {Continiied) 


.    Tu  dI  5  prr  «Dt  on  pan  mid1ii(i 
"id  the  Suie.    UoUMs  lu  of 

e  tu  of  4  per  oent  on  gr 

cdiiti  vitliiii  Ihc  3UM. 


bin  U  to  CMO  ueinS 
g^  ta  Uw  uioiuit  I '  " 
mp  coital  lUck. 


t  of  (TOH  eusiiiti  iittUii  BtaM. 
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STAW 

AdnloRBtti 

Ne-Hmpshire-C-KBud 

Td^  «d  W.pb™  0-P-. 

iiioa,tk«'pocpor(iaa  of  total  iMfti^liiiMv^ttb 

IWlor,  •iHpiK  01  dinini  nr  mf 

Suu  ■>  (o[  nitnwk  eotpt  in  «liiMtii«  tbf  pr>n». 

iwticc. 

•uiH  mnad  botli  villiiti  ud  withnil  .-"tiie  it 

Iwlk  ol  (Mk  luN  boU  witUa '.bd  witkou  3«M 

dSKHMtbD.. 

■ntar  Ma^^Xmtt  nSinn 

ottarptofirtr.   ""^^ 

.^ilSSif'sa* 

fdbuiHa.    FropertTMUuiiuMMiluaippDr- 

Un,  mt.  ch.  2S:  Semon 

L.n,I«0,p,3«l. 

tiaudHfoUon; 

KlrUiHlit  iitoinTiilbc  in  gamut  jnr;  fjoru 

properly  u  BtoiW.    Tai  it  paid  to  9ut»  tra*it« 

and  rotunud  bf  kim  (o  ocnnly  »ll«lon  for  trao- 
■nitlal  to  taiiu  diibitti.    Tbird  dw  vmtmj 

loHjly- 

Slteil  ruhnr,  tnctHM.  mi  ud 

ssis.te,r3-„'?£^ 

public  pb^.  '^ 
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tUmtt.  fkM  dbiMtr  M  load  Ddl- 
lw(«nfar]oo«liu*.  TunpoiEnH 
iMriftofni  UA  tualata  la  Ike 
SMM  M  "  an>^  iM*  of  MMtan  " 
ofSUtHulimrfdBMHiMW, 
Hkool  1^  la«l Mathind  ill  PS- 
NBil  inwty.  ud  el  ill  rulmyt, 
(n^  luk  tin  Umi^  no.  abls. 
polo,  pipea,  sasduiU.  WdfO,  t' 
diiMi.  miehimty,  ■pmntua  ■ 
•qidpBHnt.  tutiit  mid  ud  WDi 
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Hn  Jentr—Ctntinutd.. 


Riilmailt.     Mefimpli, 


NnTvk 


FubUaitnil]'  MipantiDB 


itiooi  otte  ttun  tbOM  btfad 


StWB  nilmdi,  ilHpiiif  cw.  — 
fnta,  telopliBiic.  suul,  itam- 
dobI.  iBfrr,  lUTititioD  ooiin»niM 
tnd  pipe  liiM. 


Rm]  iBd  iHvoiia]  property  tAud  t« 


BUt«  Tta  CoM> , 

bi  Ukiuf  nhu  at  proptrtf  diMBiMd  br  liKnuH 
C^nnan*  CMUoiirioa  or  oUw  IW«*I  Htkanu 
ud  idili^  to  it  vhfiUoH  u4  MtMMMta  ud  niK 
ol  rolQii  Mnk  witUa  SMa  iritk  TMVuUi  hJ 
pvnuiBt  Hraotan  Mbigw  Id  aitk  Iwtitin 
vtliutioO'  TBhie  af  nlfinv  itad  iMvnaBd  br 
itiTtiiiin  iftml  nhtirf«r''VrT'  nrtt  i,  i«tt  ■nht- 
unit  hr  tolual  nabCT  of  dar*  i>  inndwa  jmr  (fei 

■jnlUlJyif  molt  tV  Mtual  BUMK  of  ^fl  Hcb 

toMBotiTL  au  01  osit  m  npoa  bas  vitUa  Sair. 
Valna  of  nlW  •  twk  !•  allooMtd  to  naia  aal  bruA 
lion  ia  Stat*  ui  pnnoctiaa  to  tat  ip^  nd  lim- 
Valoa  of  pruQatty  iadnduf  lUaiatad  valat  af  nDtnt 
Mock  in  nnoai  eeaalta  ■  ivtifiad  to  tw^tmy 
looal  utimon,  Tu  loiiad  aa  upoa  otbar^nfoti- 
1]  propert)' witliii  HiuD  ty  not  uHid  in  oiNaatioa  g(  lint 
U»d  looillj  u  alb«  pcopntr- 


tat*  Tu  CoaiiidoB  MMna  *0  nraoaal  npoti 
olbet  than  rellio(  M«^  lo«Bt«d  M  Sloto,  aadiK^ 
U  buviUM.  and  a  ftopcrtkB  o(roUiB(  aUxt  Bid  ii 
tripa  la,  into,  mt  of  or  Ihm^  8lata.  Vnsatkt. 
ol  roUiiii  nsdi  MMaMd  to  bt  mh  jnportioa  <(  liL 
nlna  orthi  inn«  HBBfaw  ol  oan  oaod  ia  topi  ii 
aUito  duiUv  pfaMdit  r«t  ai  tb*  MpiBU  anbr 
of  lat  Bdha  InnMlv  lacb  «ti  a  Staia  danH 
rear  bMTi  lo  tka  rtale  Bvtabw  atttt  nilM  UinW 
braatbaaniBSIalodviiHTwr.  IkxiaMlatt 
■ncanraMoltanboBoIfllaM.  •TtoCiiiH  in 
ou^Um  aetad  talaa  or  imI  taWokatol  la  »■ 


nuBt  ia  «aoh  ritr,  Iowa  or  viDaa  • 
nlutioDafHat.  Olbwlai^i 
locally.  AUnbiMitoloaaltaiatioB 
othu  ^opwty. 


■d^atttOMW 
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TO  THB  Mbtthods  OF  Taxinq  Pdblic  Utiuties  —  {Continued) 


CipiUIitockUi 


nmiil  burfda  tu  of  1  par' 
(HIM  KOtteU  b  Iba  SUM  to  1 

iaDul  bueUM  tu jMjw  Mot  «( 


btranAMli.  Bum  piU  «net 
talDwIoglbalinfokiaagM.  If 
liiMliiiM  k  wrhd  <a  nrtlr  la  tUi 
8w*  Hd  nrtir  1b  (Ak  SMn  Ui 
k  spaa  null  pnpcnioB  of  IRIB I 
MlBtiuUaclh  of  Ubm,  who 
^M  h  Stala  bMn  to  tobl  Ihe 
oflMLnlnaoriadn.   IfiroMi 

K^todD  nut  mBHl  IMMm  HH 

ant  tbmU  be  1  par  enl  of  iroii  i 


noa  zBoripa  of  ompur  badu 
tbife  (itiiiaM  npoD  MtMiMDM  Gkd 
br  nk  ao^iuT. 
nnpK  MBtd  ERM  rantpti  pud 
"m  BtUa  is  l»  (^  an  othai  tu 


t«x  paid  lo  Annua]  fnofliiK  t 


KUaaaan  Df  apiW 
inBUMUloahpar- 
tin  sf  uwad  aatf  taltto^ 
ai  inm  aaala  MBplond 

in  biunMa  in  Btala  bear 

^•■pSbI  is  bo 
fiuagflainritant 
stfiridenda. 


I  1  of  1  par  I 
ItEiD  State 
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bta™ 

mOt^WtTtcmnlkm 

AdnkmsMi 

Edcm  M»f(r.  \Mn>m  ««H>. 

■SSllUiU."  )».   SuMHf<.niIr«i.... 

lM.I0S,2M-ai7. 

«omtlT.   IteduSUdiipuddinetljCiiSuw. 

bTii.dJridu.1.. 
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TO  TBB  yisFBODe  OF  Taxpjg  Public  UnuTiES  —  (Cotilinued) 


Capital  itocktu 


frwisllKiiireM  within  8Ut>  ud  B 
aeelarad  or  paid  io  u«M  of  1  ptr 

HBt  flpBD  Utui  Unount  of    psid- 


^luiul  FruoUw  tu  to  baiiud  to  Suit 


sapK.' 


:taMB*lwtnin(i 


:  W  I*  VS,  MBOCdillC  to  POPUlltiOB  ot 


mmil^mttlkmm  ta  at  tl  ptr  mile  lor  ucli 
milQ  of  tdccvpk  liu  awaed  or  rventcd  wilhia ! 
Tows  ligenigg  TUriPi  iritt  populitioa  iraa  | 


DWB*  luvma  M  br  nUioadi. 
Iwp*— *«Jt™uimiiptiott« 
ftMi  f^wj  irtiiiB  tb«  Bt»l 

Mi^  MBtT.'Oilr  <r  Mm  afSttlal 
V  rf  aWaifr  hi  aktsiud  tu*Uc 
thruu  — f  rrtitti  mIoIIowk 

.  U>tl«MtOll»4IUUta'DfHMtl*r« 
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Cluir  ind  ilaetiDt  c«  sa 


Befrifantiir  ud  M^t  ov  a 


dMtrio  li^t  ud  pomr,  m,  tary 
Mdca,  tiaaX  ud  otlio  mcpon- 
ticou.  otnMBg  ritbt  of  hbLmdI 


iMii^u<n,  mt,  "Si  m, 

IKMZi,  I».  ^iM~     ' 
I***,  1919:  eb,  60. 


Bd«tid;ais(, 


nwdwHi  roHibi^  nib  ud  igffiia  HoA  «■  hA 
DaiiHM,btuikliiMBBdKdiac.  Vilmliatmttwf- 
nrlkBid  to  nnni  MoMiM  OB  ■  ■Jmi  hm. 
CooBtr  ndiliit  uportkM  to  local  tuiii  dauii-u. 
BadoadpawMlpnnartr  Mt  oMd  !■  ovmtiit 
bi^HO^Md  toalifrr  BMe  of  tei  hh  u  I« 


Fiudte  ud  ill  pnpect;  vilUp  Stale  iwti<  ■) 
utoilnhwbrBtUabairdiifBiiiiGiittaB.  ^ihu- 
OoBldvtmtV  IKT Bila ibtaBbiad bj Bid bsvd 
ud  ■moifliBid  to  nrioDi  matici  mttSiv  » 
Bimbtr  cf  dM  ol  Um  to  utk  «o«Mr,  «wV 


luid  for  SM«  imnMi  odj.  fia 
gowTtj  set  ncd  to  opmUBf  l> 
fanllj.    Bats  of  tu  ■>•  H  till  ot 


TiUn,UW.tt.l7~tS. 


ud  imiinkiMd  una  >9m>  faoih  to  Ttrioa  luiif 
iBitiiM  lor  mtfioB.  VAatka  bwd  «  Hmf 
BMtaBad*  br  oi^iuiH.  Ib  «n  ol  iMmim 
IniMM  nbwita  of  propvtT  to  BM*  k  uiii  m- 
■MrtfaiB  of  lotd  nluliciB  HlHtt  tJ  Bw  ta  SUU 
bain  to  totol  la«tli  al  BatTNiB-opntin  ml 
•MU*  k^ud  knar-    Bat*  of  lu  MM  ■  hi 
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■  bipom  Ui  Inr 


■IiBa>tei,10 

tlMtliuiwT . 

■ilopitd  Mock  (<r 

■•UaortKUOO.    Id 


■  guiopuSMcte 

Nil  nl(t  of  opcttiiB 
fnjttintim.   TU 

la  !au  to  tobd  Bit 


to  be  iwd  Blata  i 
MufnTdlmKk. 


DCoBe  lai.  3  per  i 
wltUn  th*  StaU 
•UM  nwli  lut  HnuDca  tn  u- 
porti«iMd  (D  Stmt*  «  UA  ol  riSo 
of  inw  wiiiBa  in  8Ut*  lo  tat»l 
pg«  emiiiti  or  nl»  of  |»u|nity 
-°'- '-•—■' <»tnliu 

£±;?t' " 


Ebnw  u  for  nDreodi. 


•rtrnid  b  opamtiOB  of  (Mr  ten 

wtuinSUU. 

Fowpvoulef  peii  wnuicioc 


UllBtie*  Ccumdirica,  ITijioO  |<i»a 
gpoB  i^lrotdi  midputee  ntUi" 


TnlTB-teillii  per  ccol  ot  (. , 

ijip  Id  be  peid  StmU  m  flicue  tu  for 

iiott»ti«(lLiiitII).    Addittaul(u| 
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STATE 

B^..U^«po».i« 

Adnbnmlu 

»■■  . 

Exn. 

nitr.r^'.Ki  -—1  n-i. 

Sf;^±-" 

Loal  Mill  lit.    Rat*  oC  lu  MKU  u  !« 

mv-tr. 

footkrpraptrtT. 

tau.    'bi  traad  an*  b  ivm  Mto  P 

Smm  (g  he  ia  l«  of  d  otbtrlUM  B  tb  1 

ReviKdUn,  1910,  >,!,)( 
J33S-733S,    71S»-7«1,    747U- 
T478:  reviKd  U-fc  wwJHnmt 
igiE,  fi  74BS>.  7*gA,  T4«gE, 
74a8i-l'  IMf.  7H(r,  7M«iI. 

NDqxids. 
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•HE  Metbods  of  Taxino  Public  Utilitibs  —  (Continued) 


U«Bw*  isd  mimUuMni 


Tm  per  KBl  of  BUM  TtntTt*  on  inlis- 
ehu  no.    AUOinil  Ub  tor  miic 


ne  ■(  for  ndbrnda. 


utlO.    Additicul 
n«f  PuUkUkUt- 


Foiu' pw  ccBl  of  B'lH  rM«*ti  on  litn- 
■taU  boriiH  lo  l»  pud  81a' 

BOMtU.     BUHhllltlMlHi 

tlO.  AddHkul  Ui  fur  nuBta 
otPatOa  I'tlStiM  ComaWoa 


raodpti  to  bt  Id  Bail  or  ilE  oUw  tu 

Tu  SB  (tiMi  raaoMi  to  be  laid 
■uUt  lo  Btal*  If  WHopMgi  o|i«i 
«ho^  vilUa  BWa:  9  opmt_ 
nrtr  viWa  ud  vntlr  wllkMt 
BMM,  larii  umartfcB  aJ  lalil  par. 
artftrf  irownedptl  at  P<*11m 


Bt  nil  ntir  waka 
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-  "^    1  and  MMNd  It  tllM  (Mh  ^B^  Sb> 


win  or  lips  hiw,  1^  CaaaimU 

antmnHtpliaiitaBvnDa  braoBbBtifp 
«in  or  ilp(  Ban.  In  nn  o(  qOb  pobic  ■ 
tu  OiimiiiMliiB  aJapti  Mttnd  fee  ■waraa 
tkit  Mtmi  hMJM*  and  ptopk.  ifts  dvi 
lUB^  lb  OmitiirioD  eqnAn  an  BK4WIT  >• 
hr  toMitiM  mi  Uttt  mi»ii  ly  fii  Cami 


Rtilroad,  idpa  Um,  owihilt.  i 
Int,  ohbI,  ibak  mlB  i 
tiM.       biMpaftotliiD,       AMt 
PMBm  r^hnj,  UiptHM,  tels- 

rub,  nJtM  mr,  riMnb 

uu  CHotna  uht  oo&puna 


Qaaml  Urn,  ItM  p.  740- 
44,  PutiBa  AM  lad  BmoIth, 

18  IS,  pp.  IT-M. 


Sooth  CvoBn 

Codo  of  htn,  Itll,  T.  I, 

H  tw.  >08,  siT^M,  m-jas. 


itffp  ufh^ic  ind 


Vtkn.iaiaod  Mid  tusd  locdr. 
be  mimj  aid  luwl  loeallr . . 


NatHopcntinpRVKtj  iMOiid  ioaOf  lad  U 


pnmtbr  aid  fniwUH.  Valao  o(  t«W  d 
nadM  and  tmt  AaU  b*  find  0^  awMn 
nta  U  ewih  odls  of  man  tnok.  TotiIvi 
ndb  at  mun  back  to  niiov  tei^  (fi*! 
addtd  nhH  ot  rial  oWo  aad  pmomI  ic 
BBd  In  opanUoB  o(  nad  ia  loA  jhtiiw. 
TahM  of  ntUDf  itoA  Huvi  aid  (nAa  B I 
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UMmkofMipintnii 

liUiliiikrfiflki  '  ' 


■Oil  OB  adi  ildlv  ol  ■»■■ 
pti  fron  liiidniM  diida  nollT 
a  Um  State  to  Iw  mid  -^^ 


id  It  Doncniiiia  tqica  iHBtail  nlw  Dt  «(k 
«  at  wMudma  ud  piU  ta  State. 


■fivii'""-— *— 

nw.  Ui'aiD  bt  1  pw  < 

lit  (rcM  Tsnipl^  ud  B 
:  nta  1  pa— tfaritA 


siocnuHntal 
irUtkudlia  d 


^rL^A  t_  '    ■  ■  — '■ '  —  Lb  I 


Two  P«  DeM  ot  trai  Mndnp  u  d*t«- 


Mimiciii*]  IkeuH  nrrinf  ailh  die  of  tity  p« 
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Eoulh  CiLfoliia—  Conlin  imf . . 


Souili  DitoU 

R«i»HlCoils.lM»iT.!,pp. 
lN)7-](lfi,  1621. 


herlufafir 


Tihu.     Frua  ti 

pfopgcHr   lued   irautr-     HOTmofr   a   w 

VihwDcrmae  inikb  SWc  It  MBiUiHi  u>i  ■ 
plied  by  immba  of  imls  ia  ast  anilr  ul  I 


pima,  ntmnvkt,  powic,  lifht 


il  d(  piopatr.    Bate  d  U1 


PobUt  Acui  Ill«,'ch.  2,  3; 
AOftlMl.cb.  108. 


SleffdDf  Cu  floPipajttf-.r 


Rdlrolldt... 


lie  T&  CnmniriDii  H—ti  jnTstT  °^ 
frmUR;  Sua  nim  in  [mp«^  nni  am 
.iodu  of  tomii;  its.  Pniiai^  (Mb  <■*■ 
liiiiiti  <■  faiuiat  to  lU  tasn  u  lift  Vf, 
PnpirtT  ndoit  oonmte  EMi  *d  k  ^ 
to  tu  mt  Uw  nawc  nta  {or  ill  luaogUji 
oonnnto  lindU,  adtUilMBDBnDf'L' 
tm.   Both  pud  to  ooDBtr  uil  ii^xiiM 

«ata  Ttx  OmimMnn  —!■■  pntotf  ul  U 
tica  nhu  HognSoi  to  mSnr  u  HBiua.  <i 
neniooHl  k  tend  u  Mte  popcn;' a  « 
■  taUsaofiHoUMrUu  loalpfwatT 
hiliiiihiiMi— Uiitninlli"Tlh'  ,  , 

B  for  rdlnk*    Anvliind  ob  ii>  U 

nilMe  of  Li^iiw  Ana  m  MtT-  .. 

atata  ni  Ciimiiilin  Miiiin  pn^sti  cA 
fruwluM  nine.  Imia  1h  ifiMl  t>  >inpi 
of  icunl  tuBi,  But*.  ooBrtr.  bikbp>1  " 
laflwL    ftdJtoflftoTiMi]  ' 

"lamdiDaoimrtoiHtBtdnJDeiirann 
unMpM  br  Bonlv  ol  rik*  mnU  ^ ' 
le  Btila  IBd  dllUid  I9  «kolt  '^'1 
bW  ■nr  ji«8i»  ti««*  ""f  ■'5 
irttJ—BUt-  AnoRiainlvuM 
nft«taBaa|iine<nati&  TibtilVvM 
BrtUI^Mxroa  othw  (nfwtr-        _, 

_    ...„t)^HMII(dlDeillr  wdtaMlIltBH'" 

..  RAondsBi&MkB  niba  iid  Muf  ^ 
wttte  tto  fll»»a_omih>tii»i  «|im  "^ J" 

iMd  njotf  irfnd  lawili^  w  «*™ 
HBOlAai  to  rilBi.  OlW  P«f«W,«l^ 
■MKdw  to  aiigNi.  Stan  nt«  of  »  ?" 
— ^  ftiSwJo  ii  mda  fi>  Mta  •al'J 
■0MBtHhBtni,<3nMM.  BMtlo"« 
naiddHiiHM,  Bot  u  fw  otlxr  mpRtf' . 


. .  Same  M  for  r^lnaib  . . 
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I  THE  Mkthods  of  Taxino  Pdblic  UTiLcnES  —  (Continued) 


tite  PriTilovQ  Ux — Euh  nilrnd  not  i>»riiii  id  nX- 
mm  tu  ud  □ptntiu  or  amtroUint  nUraid  la  SUI* 
ihiU  w  loinuilb  {or  euh  stilt  of  nilntd  m 
Oftnttii.  too.  Tu  dm  sot  uplr  u  rufawd 
BHOpt  fma  nirihn  Ux  br  laMlailTs  eonlrael. 
CompMi]!  nbJMt  (0  ibovo  Ui  lur  b«  inlmml  I9 
"""^""*"  °"""  *"~  >lly  b  Uni  of  Ul  otWi 
ad  trndat  Ibrt 
ditTbTSliI*  to 


Stat*  phrilBCB  lu  nrjqaf  witli  pop 

Btala  prinktB  tu  nryinj  irith  n 

mpag  "illi  I 

e  tahpboiie  iwiipuia  not  na  ibr 

Dtofit  lire  M>t  lablg  for  thii  tax. 
Tdiiikoiia  boHi  or  list  BiuUnu  tot  toUectiiii  loD. 

9tUa  fffiTQece  tu  nrjisg  nth  milaia. 

Stats  priTitcd  tu  18.000. 


ih,Coot^lc 
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PaUk  otffitr  «oiponttoa 


CoutUalian,  Art.  VIII.  tl 
1,  1,  11.  Oi^ilaM  BMtalu, 
OK.  pp.  173,  123.  U»-7I. 

tno-a.  uw-uoo,  air 


it<f  mvvtr-  it*t«  •<  >■ 


twt  ■«  far  niiwtj  m^im. 

An  imiitnT  UDBdeRd  loaliiHi  pnipgty  i 
nlged  ud  iMgit  Msnt^  b^  Bs&wd  C 
mMca.  Exception  of  (1,000  wpatioHd 
tuLif  diririet  in  nniictka  to  ntae  of  pnf 
iwr^  in  mrh  iftWnl     RmM  ol  tu  bik  u 

3uw  ■■  FirraOroHb 


Fary,   bridft,   tunpik*  hhI   1 


Slceplnc,  palace  or  (£niii|  a 


Slate  Tk  Bovd  Mmiia  tnt  nine  i^  teuoi 
anetfl  bv  flibtraetinc  T*hu  of  aD  **"gf'^  ["^ 
wiUun  Bute,  Value  ol  inlaiwbk  Bniitftr  afi| 
tioTHd  tDKvml  muntita  for  le^  i/ State  uul  n< 
ad  y(]Di«n  tat  Annua]  Stale  tu  do  laav  ■ 
be  Id  addition  lootbertuaairndbrb*.  i 
detenoined  acocrdiiid|  to  ixed  fidu.  Real  i 
penimal  in^erlr  it  uted  b  eaa^  iikn  ka 
SEBoM  wbioiiaiiiobmiiiuimiiiiBdcii^Btj'tltf  ! 
liirted  nth  cooptnite.    VUm  g(  nlEnf  itxt 

prinspal  oEoe  la  lontad  bhI  mm*  ia  npiria 
to  <wjri6f*  by  State  cciiq>lnllcr  tm  mikm  1m 
An  property  of  nilmd  w—parit*  vitliiD  Join 
Atf  m  ton  ibaU  btar  it*  pnawtimal  £art 


nt  ofpropgty.    RatciiftaiBi 


SazDe  aa  for  tcminal  ompuia . . . 


I!  0,1,7,7,1  l^V^COO^^IC 


1  Methods  of  Taxing  Public  Utilitibs  —  (Coniinwed) 


stall  priTpw  tM  nrjint  wiO,  datelMfXOloU 


n  i^BtatuM.    Tu  don  lul  owqit  boa 

3Uta  |i(Ml«t  lai  ot  n  to  110  pv  mile  of  tr 
WMwnlini  to  pigialatiaD  ot  eatr. 

-■-itrioBiMooiiflwiM.      "^  "" 

iririlifa  tu  ot  tin  to  tUO  MSBdiv  to  1 

State  pririliM  tu  d(  110  to  1100  <fapio£v  OB  p« 


iMiOB  OtOt)'- 


Lo  11000  dg 


Suie  prinltaa  lu  BBtt  M  [DC  dMtric  Hik 
State  l(Mlw  tai  of  171  ts  nOOO  i 


OBcBpittoii  tn,  1  ;ti  Mnt  of  total  ma 
ncdpta  pud  U  State  qnvterly. 
luMg  rdhnn  paji  quitslr  a 
;Mion  tax  to  SlUa  of  ontjulf  of 
p*  aot  sf  pan  reODpta  in  tan 
10,000  to  10  oao  pspnktloD  : 

thrafrfMHlaor  ooa  per  oaat  b  to' 

of  man  Una  MfiOO  popahlkn. 
TUa  doa  not  uplj  to  itnot  nO- 
«in  wtuIlT  witUB  tonit  of  loB 
tttBlOMOaialttaaa. 

Ph  tu  of  1  ptr  oant  of  iniB  eandnp 


Inek  oncd  li  ca'. 


f^i^  Hock  Ui  of  Z9  M 


pikl  futrtttly  h 
Bw  of  (Hotbal 
owltal  itoiifc. 


tsz 
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Tbu  — CssriBiwI.,. 


Gu,  slcMric  Egbt.  povir  ud  wi 


Sum  u  lit  taniul  » 


lape  line,  poinr,  a 


ofEqniliMlioti  All  i»iy  tj  amiit  initk 
roltiu  ttoA  qnortiaiea  to  ntttiBiiTn 
to  oibt  ID  (BOh  «g«M)'-    PiiirWiii  i« 

luthoT^l^h  taoBV  bv* ts (Ml la 

In^  in  ttata.  RaU  aBi  ■•  bt  inn 
ladlfiduls.    If  evtnied  m  toon^  oabfi 


tiDnment  of  prwert}  nme  M  ta  idodi 
tionment  of  nnduHi  to  aiili  eaam  a  ^ 
thit  nhia  of  miKr^  of  iM  InH  b 
bmn  lotdtal  msHt^cf  bHBB  i>  Btu. 
tlooBoM  lo  lufiic  dMiicti  ud  nK  lUt 
neBncnt  ot  propartjF  aaa  »  Ev  nhidt 
pvluB  ifiric^  of  tiMk*  cf  ilnBn 


CqnM,      tras^icrtitHii,      itifs. 


.  Gounl  Ivn.  ISIT, 
SKl-lM,  lM-2n,  26S.  U 
I>1«,  P4>1. 


SlMpbg,  iwloi  ud  diniit  oai 


«d  Iv  nDnadi  taud  ia  mv  ^ 
.    oCbnba  HMMd  Imlr  n)  I 


DfcntiT*  [lupety  land  JoBJir. 


Saiu  u  Tdt  rulradi. , . 
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ME  Mbtbods  of  Taxing  Public  Utilities  —  (Continued) 


unl  fruSSTta 


Oh  ud  eiwJiilf  «r  eant  of 


eD»4ill  ptr  eant  of  pirn 
p^  to  Stat*  qiurts&  u 


nm  !•  u  wUtkmtl  Strntt  oinupMiaii  tu  i>f  130  tor 
^■»  electrio  luht  ud  mtcrworki  ec^npaniH  in 
dtm  or  It*  tEu  ID.DOO  inlwl^uati  ud  Kit  in 


Ii«rE<mlnK«MollO.( 
Pkjr  te  9We  qnrtslr  ■) 


tpitelal  bm    IS 


iVii'inirtidviMd 

■miiBiBttH-  - 

"-  <bSaL 


Id  Bea  of  tax  on  prcpotr  wd  oaip<>n< 
Uie  Sum  ■  luci  equ]  to  4t.par  me 


Kmal  tu  to  be  piid  (c  State  ihiU  be  ■ 
Tor  tTtry  mile  of  note  loated  w1 
SlaM  onr  atdch  (ompuy  din  tniiiia 


te  of  S£  entt  per  i^le  of  pola  ud  on 
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oSt"i 


lUilwin,  iMtB  ud  li 


m>— Kite    B^OB,    di. 
H.  ».  Ml. 
mS-ok.  183,  <T2,  |U4. 


vitmTSmiiSiimiimnniriniUmtk 

^Mmkuymt.   Ai of  I  1/bW «aM << ■ 
nhapAlaStataumdr-    BAataMB 


9UHHlllcnftlBllt... 


WtiluattM.  ■_.... 

Btatuta,  19I«,  T.  in.  tm^ 
aiM.^«O^Stl,  3U0,  UH, 
am,  Un,  1S17,  w  n-7>: 
Uwi.im.iv-iM-u'' 


B^bca^  isdgdtat  rtTMt  laDwi 


■nnrltaM  nlm  Is  iimlJM  mt 


i!0,i,.catyCoOj^Ic 
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•HE  Mkthods  of  Taxinq  Pdblic  Utilities  —  (Continued) 


>Vb1  bum  tatUm^_  1  t/l»_iy 


RapMratiai 


In  lot  IcM  thw  W  BO 


ll/ir!«->tof(nti 


inn  tu.'tl.II>  br  anil  nib  <tf  touk 
en  Dpnla  is  8Ma  Plid  to  StaM.  G 
Df  in  at^  tun,  8C^  ud  kx^  but  n 

(uwotufatidnarh. 


irtttXtSM 


« (u,  H  pw  aat  Hi  iroM  nniiM 
iUb  Stel*  to  ba  ixid  uiiuBr 


'  b*  taapuj  le  b>  jiid  umi 

«  (k  BBMi  M  br  nuniMb. 
'  '    "   I  fa  UM  ■•  fernih 


__  uMtr  Hi 

*«*  l» jj*  OTOwl  by  W<*«  «*»■ 

Ka  ■«■  n<2«  «nMd  IMMi 
at  ■oiba  ol  >■>  of  Kb  ohIi 

NNlMi  OMdlnuao,  l«M>  Ml 
Adbt  avd  to  I  pv  mt  <■  r<ai 
NHlpta  «p  la  (Nwao  Htd  M  - " 
^ntliMiBt  alMHb  « 
tnn^liOM.ilMMn  arm 
a  IsMaaf  faaafpdaiaraDai 

UMBl  tan*  to.  1  l/U  ol  goa  par 

aol  <■  vw  mripta  -" 

II  bi^Mi  li  nrlb' 
patttr  «tb«t  SMa  tl 

iMiMi  MiMd  ia  SUM 

p^Ac  ttmb,  BtOtf  ODi  oTBUM. 

«dHM*feueUnlull/II  (Jooa 
f  «»t  al  PM»  TiwiWi.   Otr  « 

iriii^  of  imt  bnriBMa  tWain 
M  It  ib*B  bM  aMMd  i  of  na  p* 
aaM  al  poai  raMvU.    llwrlunt 


■ra«  noripH  ud  Inin  tu  il  T  pit 
aatODa^twdpta.  AddtoBlate. 
manl  Btatabo  bMal  «>  ■KMiiadpla 

kr  M  BioM  S  p«  <«t  al   pea 

nal  0M*  l»  baadlcai  cm 
•iipta  BBa  M  f  or  nSriBik. 


ADnual  n^lntJDii  I'm  mmt  u  (or 


RacialnUnn  lee  Mme  aa  (or  niltaada. 
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WuiiatloB  —  Cnliimid. . . 


Code,  lOia:  1.1,  ni.St 

p.  tlH-tIS,  H3,  tii-il. 

CodB  BuppleEwnt,  Iflll 


.  Electric  li^t  ling,   WivbgM   whI  3i 

canpuin 
.  Rulnwk.  stnet  tiUnadi,  a 


0- TIw  Bute  baud  of  jpiblw  virti  fim  ud  H>* 
nlaa  d  mpwOi  ID  (ndi  MHUi^  Hid  (Jipifao^ 
nhie  to  doodV  aorta.    Contr  owV  I 

lion  vmhiD  to  luag  Astricb    Tur  tn  ivl 

«t>te  not  UKd  for  putjinu  inuudtslcii  ma 
nth  inuHB  Und  looltjr. 


TdepliOM  und  Idtgnpta . . 


HydnMlnCric  oompuia. . . 
Ou  uid  dDCtrio  ligblud  n 
. .  Rukwd.  ibvt  nilmy,  litht.  hnll  Al 


teUymli.      HWHrnt 


FUtMi pgrnM ol tai laid  by  stim n 

Btata.  20  p»  eont  dUribnted  to  aai 
pw  aBt  to  atiB,  tnmi  dud  nitlifa  in 

amaiOBB.    Tha ta> b Hea  of  >U  nd 


"ividjjbj 


same  w  for  rulraid*.    Tki  in  liu  of  lU  oUd 
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THE  Methods  op  Taxing  Pcbuc  Utiuties  —  (Coniinuerf) 


9uu  H  tor  nOroa^ 

Net  iuame  xtmHUlva 

u^nilroftdi 


Ht  to  (uasd  180,000  b  MiponiiiiMl  to  pabHc 
■orrin  oonuntKn  lar  Btate  auditor  Kocrdiu  Id 
lut  MMEJ  Tihu  of  propstr.  All  wrpiniKU 
bf4diu  man  t>iu  lOfiOO  tar»  ol  lud  iluU  w  ■ 


■ntb  to  local  ibIiuik  d  Mniiluu  oompui 
mthm  lewiu.  etc.    In  do  «k  lea  tbin  HOD. 
uoe  qiKiil  lieenH  fn  ■•  nilnada.    GompuiH  Pi 
to  Stutc  ■  riqnlly  of  I  pw  cent  of  p«  inimiiu. 


.  nn  pK  ani  of  tolal  inm  nsoiid 
if  neb  neeipli  equl  or  sceed 
(EODJ»0. 

1.  Foot  pet  etat  sf  loU  (tdb  na 
if  tW  equal  or  exceed  WNMnO 
B»hatluHOO.OO(l. 

J.  TteM]woMttoft«l)ilpwiraMi|ili 
if  thv  eqnal  or  eieiBd  1100,000  and 
■icIgHUiaaBOO^. 
.  Tm>  and  0B»iialf  pa  ant  of  tolal 
Btm  nedpt)  it  tber  aiB  ha  " 
1100.000.  UmBftanpoB 
eent  of  inai  ntopta  from  oeliangc 
•cmee  i*  pud  le  Bute,  bdeoM  upon 
IS  fa  cat  of  moll  gro«  t»r-"- 
paid  to  lowu,  cilia  or  nlUf 

IMe  on  gnm  readMe  froa  toll  lioe 
avTi»  said  to  tte  state. 
'  beeoae  he  vpoo  iroa  ngdpta  ii  la 
IhaB  ft  eoiti  for  each  tel^boDe  ir 
Btrancst  etcnud.  (ben  beenee  fc 
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Digest  op  the  Laws  of  the  Vabioub  States  Relai! 


Wranim 

niLan.m>,Ii|>.»-T,31- 
32.  £4.    Bfnaioli  Lm. 


Nona:  Thi*  digcat  •)«>  not  Inoluda  orMniution  tai«a  oi 
coiponlieoi  Uonwa  feo  and  (am  impcmd  whan  the  oorponllon  : 
munidnil  licanw  tana  ar*  not  inolodsd. 

inun..  —  n^ik-i...  .).>._«.•  «.  TiiijB  by  tbe  8(»te  Tai 

aloEiBph  tlDBt  and  ndln — 
br  fKpitAliilns  tha  net  ini 
lada  Iw  Nmda  •"--  "-- 


Wban  tha  Dat  —"''■'>«  of  Ultjiboae  v 
OI  propertar  an  aaaoaed  at  valuatioD  In 

N«v)idl  —  FoQowIdc  Malamant  m 
of  ■■■■ill!  pubUa  Dtilitica  in  Stata  of  N 


Id  thia  SUta.     Atoo  ^ 

riaona,  Jo^  U.  I 

aujit  par  tmU  thcac  d 
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THE  Mbthoos  or  Taxinq  Pubuc  UTtLmss  —  (CondwJed) 


■lidif  tu»  bat  mwlnJiM  inteiit  ihuiw)  th*  nuMiiiimt  nhutlon  ii  band  tm  ths  Bud*t  or 
■t  nlut  al  Uw  pkiBt  or  nadl 

1.  mm  the  troB  lawipli  «mr  Mtml  aptUM  by  m  ^maO  muBB.  Uw  iMMMmsnt  Tatofttlan  ■ 
■•'  i«cB  %  t9-&a^»xkai  eort  (miO  of  th*  ^aat.  When  the  wnm  rvceipU  aiaxl  tha  utual 
FWi  b^  inandcnbla  inuvin,  tha  wiaiiiiiiiil  TUuMhui  i*  bMsd  on  tha  n-duplieMion  ooet  (new)  at  the 
■Mfla  tha  tnaahiM  vbIdb.  Tha  fnuuhtoa  v«liM  It  d«t«Rniiied  by  lapitaliiiiis  tba  ■nnual  not  prooasdi 
m  Dvmffiiia  rmta  of  iDtflnat.  and  dadiutiDfl  the  zaduj^oatton  cost  (new) ,  la  detannininc  tba  net 
nab  IB  unoitjr  of  4  par  aaat  of  tha  plant  aoit  ti  allairad  id  addition  (o  the  aatual  eipaDKa. 
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APPENDIX  B 


DATA  FOR  ESTIMATING  YIELD  OF  PROPOSED  TAXES 

ON  PUBLIC  irraiTiES 


TABLE  I 
Gekeeai.  Summaby,  Av£baoe  of  Fode  Teaes,  1913,  1915,  191" 

AND    1918 


BMrie 

.MS. 

o«»d 

nihnu 

tiMonm 

IK 

W) 

156 

IR.OIl 

m 

M.m 

DM 

*■ 

«% 

1. 

*% 

*H 

OroiB  D^wtHng  rcnfiiie 

State  Uxrt&Tid  pBTBOful  pnperty  I 
Rpeei&l  fnoelun  \mi     


tl7ll,Ml,Sn 

U,S»,UT 
I.IM.HM 


G-EMEBAL    SOMMABT,*    Ali.    PdBLIC    UtIUTT    COMPANIES,     1913, 

1915,  1917,  1918 


I«1S 

IBIS 

1«T 

IMS 

1 113-191  g 

sS^ 

Oron  opaii'JBi  rrmiu 

Netinmne'         

Statg  u»  ud  i»»ul 

Nt(   irHOu   plia   UMJ 

UI0.W3.tIT 

l.JM.SOO 

m.m.m 

l9M,331.2tS 

iii 

1I0.M1.«J 

m.lM,J9S 

1.68% 

IliTWlui 
J«% 

!;:S:S 

U,  Ml  .411 

«i.m.tn 

MOT,«M.tT< 
M.fT«.4K 

,!:S:!S 

IS, 170. U) 

ii],m.M7 
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TABLE  III 
Steam  Raileoad8,  1913-1918 


lan 

191S 

1W7 

leiB 

ToUl 
fMrrfui 

Si 

rlJTS'mnd  firm} 
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TABLE  V 
Telephoite  akd  Telboeafh  Companies,  1913-1918 
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TABLE  VI 
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APPENDIX  C. 


TEXT  OF  PROPOSED  BILLS 


PROPOSED  UNINCORPOKATED^BUSINESS  TAX  LAW 

Introduced  and  developed  by  discussion  nnd  amendment  in 
1922  session  of  legislature. 

AN  ACT 

To  amend  the  tax  law,  in  relation  to  imposing  a  tax  upon  and 
with  respect  to  income  from  unincorporated  trade  or  bnsiness. 

The  People  of  Ike  State  of  New  York,  represfinled  in  Senalr 
and  Asgemhly,  do  enact  as  follows: 

Section  1.  Chapter  sixty-two  of  the  laws  of  nineteen  hundred 
and  nine,  entitled  "An  act  in  relation  to  taxation,  conatifiiting 
chapter  sixty  of  the  consolidated  laws,"  is  hereby  amended  by 
adding  a  new  article,  to  be  article  seventeen,  to  read  as  follows; 

ARTICLE  17. 

Taxes  Upon  and  With  Respect  to  Income  feom  TJnincor- 

FOKATED  Trade  ob  Business. 
SWiou  400.  Imposing  of  tax ;  rate. 

401.  Gross  inccone. 

402.  Net  income ;  taxable  net  income. 

403.  DednctioBS. 

404.  Exemption. 

405.  Ascertainment  of  gain  and  loss. 

406.  Credit  for  loss  in  previous  year. 

407.  Allocation  of  taxable  net  income. . 

408.  Return. 

409.  Payment  of  tax. 
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Section  410.  First  levy. 

411.  Additional  tax. 

41:2.  Admin istr at iuD ;  application  of  article  sisteen. 

413.  Exemption  from  certain  other  taxes. 

§  400.  Imposing  of  tax;  rate.  An  annual  tax  of  three  and  one- 
iiulf  per  centum  is  hereby  imposed  on  the  taxable  net  income,  al- 
located to  the  state,  as  pro\'ided  by  this  article,  derived  from  any 
trade  or  business  carried  on  within  the  state  for  gain  or  profit  by 
an  individual,  statutory  or  common  law  trust,  estate,  partnership 
or  limited  or  special  partnership,  other  than  a  trade  or  business 
in  which  the  gain  or  prodt  is  derived  principally  from  the  pro- 
fessional service  of  the  individual  or  of  the  members  of  the  part- 
nership carrying  on  such  trade  or  busiuess,  or  from  the  profes- 
sional service  of  the  employees  of  such  individual  or  imrtnerahip, 
and  in  which  no  capital  expenditure  is  required  or  only  capital 
expenditure  as  compensation  for  or  incidental  to  professional 
service.  Net  income  received  from  commissions  or  brokerage 
fees  for  transactions  or  service  within  the  state,  by  a  commission 
merchant,  factor,  broker  or  converter,  shall  not  be  deemed  deri\'<*d 
from  professional  service  and  shall  be  subject  to  the  tax  imposed 
by  this  article,  without  regard  to  capital  expenditure  requited. 
The  investment  and  reinvestment  of  trust  funds  in  real  property 
and  the  holding  and  leasing  of  such  real  property  by  a  trustee 
shall  not  be  deemed  carrying  on  a  trade  or  business  within  the 
meaning  of  this  article. 

§  401.  Gross  income.  The  term  "gross  income"  includes 
gains,  profit  and  income  derived  from  the  trade  or  business  of 
whatever  kind  and  in  whatever  form  paid,  including  gains,  profit 
or  income  from  dealings  in  real  estate  or  personal  property,  a^ 
compensation  for  services,  or  from  interest,  rents,  commission!', 
brokerage  fees  or  otherwise  in  carrying  on  such  trade  or  business, 
but  not  including  corporate  dividends. 

§  402.  Net  income;  taxable  net  incoma  The  term  "  net  in- 
come "  means  the  gross  income  from  the  trade  or  business  Ipf? 
deductions  allowed  by  this  article.  The  term  "  taxable  net  in- 
come" means  the  net  income  less  the  exemption  allowed  by  thi? 
article. 
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§  403.  Deductions.  In  computing  the  taxable  net  income  from 
the  trade  or  business  there  shall  be  allowed  as  deductions  such 
deductions,  enumerated  in  gubdivisions  one  to  nine,  both  inclusive, 
of  section  three  hundred  and  sixty  of  this  chapter  as  are  directly 
connected  with  or  incurred  in  carrying  on  the  trade  or  business. 
A  reasonable  amount  may  also  be  deducted  for  the  personal  ser- 
vice of  the  individual  or  members  of  the  partnership  carrying  on 
such  trade  or  business,  if  activdy  engaged  in  the  conduct  thereof, 
in  the  case  of  a  debt  existing  on  January  first,  nineteen  hundred 
and  twenty-one,  no  more  than  its  fair  market  value  on  that  date 
shall  be  deducted.  A  worthless  debt  arising  since  January  first, 
nineteen  hundred  and  twenty-one,  from  unpaid  wages,  salary, 
rent  or  any  similar  item  of  taxable  income,  is  not  an  allowaWc 
deduction,  unless  the  income  which  such  item  represents  has  been 
included  as  income  by  the  taxpayer  in  a  return  rendered  under 
this  article.  The  items  enumerated  in  section  three  hundred  and 
sixty-oue  are  not  deductible. 

§  404.  Exemption.  In  computing  the  taxable  net  income  from 
the  trade  or  business  there  shall  be  allowed  in  addition  to  the  de- 
ductions allowed  by  the  last  preceding  section  an  exemption  of 
five  thousand  dollars. 

§  405.  Ascertainment  of  gain  and  loss.  1,  For  the  purpose  of 
ascertaining  the  gain  derived  or  loss  sustained  from  the  sale  or 
other  disposition  of  property,  real,  personal  or  mixed,  the  basis 
shall  be  in  case  of  property  acquired  on  or  after  January  first, 
nineteen  hundred  and  nineteen,  the  cost  thereof,  or  the  inventor}' 
value  if  the  inventory  is  made  in  accordance  with  this  article. 

2.  In  case  of  pro[KTty  acquired  prior  to  January  first,  nineteen 
hundred  and  nineteen,  and  disposed  of  thereafter, 

(a)  No  profit  sha'l  lie  deemed  to  have  been  derivcfl  if  either 
the  cost  or  the  fair  market  price  or  value  on  January  first,  ninc- 
Iccn  hnndral  and  nineteen,  exceeds  the?  vaino  realized. 

fh)  No  loss  shall  lie  deemed  to  have  been  sustained  if  trifher 
the  cost  or  the  fair  market  price  or  value  on  January  first,  nine- 
If'pn  hundred  and  nineteen,  is  less  than  the  value  realized. 

(('.)  Where  iNitb  the  eost  and  the  f.tir  market  price  or  value 
on  Januarj'  firsrt.  nineteen  hundred  and  nineteen,  are  less  than 
(be  value  realized,  the  basis  for  computing  profit,  shall  be  the  cost 
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or  the  fair  market  price  or  value  on  January  first,  niaetecii 
hundred  and  nineteen,  whichever  is  higher. 

(d)  Where  both  the  cost  and  the  fair  market  price  or  value 
on  January  first,  nineteen  hundred  and  nineteen,  are  in  excei^'^ 
of  the  value  realized,  the  basis  for  computing  loss  shall  be  the 
coet  or  the  fair  market  price  or  value  on  January  first,  nineteen 
hundred  and  nineteen,  whichever  ia  lower. 

§  406.  Credit  for  loss  in  previous  year.  If  for  any  taxable 
year  beginning  after  December  thirty-first,  nineteen  hundred  and 
twenty,  it  appears  upon  the  production  of  evidence  satisfactory  tu 
the  tax  commission  that  in  Hie  conduct  of  a  trade  or  business  to 
which  this  article  is  applicable  a  net  loss  was  sustained  the  amount 
of  such  net  loss  shall  be  deducted  from  the  net  income  of  such 
trade  or  business  for  the  succeeding  taxable  year;  and  if  such 
net  loss  is  in  excess  of  the  net  income  for  such  succeeding  taxable 
year,  the  amount  of  such  excess  shall  be  allowed  as  a  deduction  in 
computing  the  net  income  for  the  next  succeeding  taxable  year. 
Such  deduction  shall  be  made  under  r^;ulations  prescribed  by  tbc 
tax  commission. 

§  407.  Allocation  of  taxable  net  income.  1.  If  the  entire  trade 
or  business  is  carried  on  in  this  state,  Uie  tax  imposed  by  this 
article  diali  be  computed  upon  the  entire  taxable  net  income  for 
the  taxable  year  from  such  trade  or  business. 

2.  If  the  entire  trade  or  business  is  not  carried  on  in  the  state, 
the  tax  imposed  by  this  article  shall  be  computed  upon  a  propor- 
tion of  the  entire  taxable  net  income  to  be  determined  in  acconl- 
anco  with  the  forgoing  rules: 

(a)  The  taxable  net  income  shall  be  allocated  as  follows :  Of 
one-half  of  such  taxable  net  income,  such  portion  shall  be  at- 
tributed to  the  trade  or  business  carried  on  within  the  state  as 
shall  be  found  by  multiplying  such  one-half  by  a  fraction  whose 
numerator  is  the  value  of  the  tangible  property  cmploved  in  tin' 
trade  or  business  and  situated  within  the  state,  and  whose  denomi- 
nator is  the  value  of  all  -the  tangible  property  employed  in  the 
trade  or  business  wherever  situated. 

(b)  Of  the  remaining  one-half  of  such  taxable  net  income,  such 
portion  shall  be  attributed  to  trade  or  business  carried  on  within  the 
state  as  shall  be  found  1^  multiplying  such  one-half  by  a  fraction 
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whose  numerator  ia  the  expense  paid  for  wages,  salaries,  commis- 
bions  or  other  compensation  to  employees,  and  assignable  to  the 
state  as  hereinafter  provided,  plus  the  amount  of  purchases  within 
tlie  state,  assignable  to  the  state  as  hereinafter  provided,  plus 
the  amount  of  gross  receipts  from  trade  or  business,  assignable  to 
the  state  as  hereinafter  provided ;  and  whose  denominator  is  the 
total  expense  paid  for  wages,  saHuries,  commissiona  or  other  com- 
pensation to  all  employees  of  the  trade  or  business,  plus  the  amount 
of  purchases  wherever  made,  plus  the  amount  of  the  gross  receipts 
from  all  business,  wherever  transacted. 

(c)  If  the  foregoing  rule  for  the  apportionment  of  a  part  of 
the  taxable  net  income  by  the  location  of  the  tangible  property 
be  inapplicable,  the  entire  taxable  net  income  from  the  trade  or 
business  shall  be  apportioned  in  accordance  with  rule  (b).  A  rule 
shall  not  be  deemed  to  be  inapplicable  merely  because  all  of  the 
tangible  property,  or  the  purcbasea,  or  the  expense  for  wages, 
salaries,  commissions  or  other  compensation,  or  the  gross  receipts 
from  the  trade  or  business  are  found  to  be  situated,  made,  in- 
cumed  or  received  outside  the  state. 

(d)  The  value  of  the  tangible  property  for  the  purposes  of 
this  section  shall  be  the  average  value  of  such  property  during  the 
year  for  which  the  income  is  returned.  The  amount  assignable 
to  the  state  of  expenses  paid  for  wages,  salaries,  commissions  or 
other  compensation  to  employees  shall  be  such  expense  for  the 
year  for  which  the  income  is  returned  as  represents  the  compen- 
sation of  employees  not  chiefly  situated  at,  connected  with  or  sent 
out  from  premises  for  the  transaction  of  trade  or  business  which 
are  owned  or  rented  outside  the  state.  The  amount  of  purchases 
assignable  to  the  state  shall  be  all  purchases  of  tangible  real  or 
personal  property  actually  located  within  the  state  at  the  time  of 
purchase,  and  all  other  purchases  of  property  negotiated  or 
effected  at  a  place  of  business  owned  or  rented  within  the  state 
except  the  purchase  of  tangible  real  or  personal  property  actually 
located  without  the  state  at  the  time  of  purchase.  The  amount 
of  the  gross  receipts  from  the  trade  or  business  assignable  to  the 
state  shall  be  the  amount  of  gross  receipts  from  (1)  sales  of 
property  or  service,  except  those  negotiated  or  effected  or  executed 
by  agenta  or  agencies  chiefly  iituated  at,  eonneeted  with  or  nst 
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liut  from  premises  used  for  the  transaction  of  business  wMch  arc 
owned  or  rented  outside  the  state,  and  sales  otherwise  determined 
by  the  tax  commission  to  be  attributed  to  trade  or  business  coo-  I 
ducted  from  such  premises,  or  to  be  for  other  reasons  allocated  i 
outside  the  state;  (2)  rentals  of  real  property  and  tangible  per- 
sonal property  situated  in  the  state  and  royalties  from  the  use 
within  tho  state  of  patents  and  other  intangible  property. 

(e)  If  hy  reason  of  the  manner  in  which  the  books  and  records 
of  a  trade  or  business  are  kept,  or  otherwise,  the  tax  commission 
deem  that  a  different  method  of  allocation  than  that  prescrilx.-d 
by  the  foregoing  rules  will  more  accurately  determine  the  amouni 
of  taxable  net  income  from  a  trade  or  business  reasonably  at- 
tributable to  the  state,  the  tax  commission  may  permit  allocation 
upon  such  basis,  provided  the  individual,  fiduciary  or  partnership 
carrying  on  such  trade  or  business  shall  apply  therefor  on  or 
before  the  time  when  the  return  is  due  to  he  filed,  and  shall  file 
with  the  tax  commission,  under  oath,  a  supplemental  return,  in 
such  detail  as  the  tax  commission  may  require,  showing  the  facts 
upon  which  the  amount  of  taxable  net  income  from  such  trade  or 
business  reasonably  attributable  to  trade  or  business  within  the 
state  may  he  determined. 

§  408.  Return,  Every  individual,  fiduciary,  and  part- 
nership carrying  on  a  trade  or  business,  income,  profit 
or  gain  from  which  is  subject  to  tax  under  this  article, 
on  or  before  the  date  'prescribed  by  section  three  hun- 
dred and  seventy-one  for  making  returns  of  personal  in- 
come, and  although  no  return  shall  be  required  from  such 
individual,  fiduciary  or  partnership  by  such  section,  shall 
make  under  oath  return  as  to  such  business  or  trade,  and  the  gain, 
profit  or  income  therefrom,  as  the  tax  commission  may  require  fur 
the  purpose  of  making  any  computation  or  otherwise  perforniiiip 
its  duty  under  this  article.  The  tax  commission  may  require  such 
rffurn  to  be  made  as  a  part  of  a  return  from  such  iudividual. 
fiduciary  or  partnership  under  section  three  hundred  and  sixty- 
seven,  section  three  hundred  and  sixty-eight  or  section  three  hun- 
dred and  sixty-nine  of  this  chnpter.  The  tax  commiiision  may 
require  return  from  any  individual,  fiduciary  or  partnershii' 
carrying  on  a   trade  or   business   within   the  state,   although   ii 
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appeaiB  that  the  net  income,  profit  or  gain  from  such  trade  or 
business  is  less  than  five  thousand  dollars. 

§  409.  Payment  of  tax.  If  the  trade  or  buBiness  be  carried  on 
by  an  individual,  trust  or  estate,  thf  tax  on  the  net  income 
allocated  to  and  taxable  in  this  state  shall  b©  paid  by  the  individual 
or  fiduciary  at  the  same  time  and  in  the  same  manner  as  a  tax 
upon  and  with  respect  to  personal  income.  If  the  trade  or 
business  be  carried  on  by  a  partnership  the  tax  on  the  net  income 
of  the  partnership  allocated  to  and  taxable  in  this  state  shall  in 
like  manner  be  paid  by  the  individual  partners  in  the  propration 
of  their  distributive  shares. 

§  410.  First  levy.  The  tax  imposed  by  this  article  shall  be 
jpvied,  collected  and  paid  in  the  year  nineteen  hundred  and 
twenty-two  upon  and  with  respect  to  the  taxable  income  for  the 
calendar  year  nineteen  hundred  and  twenty-one,  or  for  any  tax- 
able year  ending  during  the  ca'endar  year  nineteen  hundred  and 
twenty-one. 

§  411.  Additional  tax.  The  tax  imposed  by  this  article  shall 
be  in  addition  to  all  other  taxes  imposed  by  law,  including  taxes 
imposed  under  article  sixteen  of  this  cha^rter  upon  and  with 
respect  to  personal  income. 

§  +12.  Administration;  application  of  article  sixteen.  The 
la.t  commission  shall  administer  and  enfoi-ce  the  tax  imposed  by 
this  article.  All  the  provisions  of  article  sixteen  of  this  chapter, 
90  far  as  not  inconsistent  with  this  article,  shall  apply  to  the 
administration  and  enforcement  of  the  provisions  of  this  artic'c, 
including  the  ascertainment,  payment,  collection  and  disposition 
of  taxes  hereunder, 

§  413.  Exemption  from  certain  other  taxes.  After  this  article 
takes  effect,  personal  property  employed  in  a  trade  or  business  to 
which  this  article  is  applicable  shall  not  be  assessed  or  taxed  loca'ly 
for  state  or  local  pair|)oso8  as  personal  property  or  as  capital  in- 
vt',-;(pil  ill  hnsinoss  or  otherwise.  The  term  "personal  proj)crty" 
for  the  purpose  of  the  exemption  and  assessment  from  taxatioTi 
locally  as  granted  by  this  scc-tion  shall  include  any  movable 
machinery  and  equipment  iipM  for  trade  or  manufacture  and  not 
fsfential  for  the  support  of  tbc  liirildiu.^,  i^tniclnre  or  superstnic- 
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ture,  and  removable  without  material  injury  thereto.  The  ti-nn 
''  pcrBOual  property,"  as  used  iu  this  section,  shall  not  include' 
boilers,  ventilatiug  apparatus,  elevators,  plumbing,  heating,  ligbt- 
.ing  and  power  generating  apparatus,  shafting  other  than  counter 
shafting,  equipment  for  the  distribution  of  haat,  light,  power, 
gases  and  liquids,  nor  any  equipment  consisting  of  structures  or 
erections  to  the  operation  of  which  machinery  is  not  essential. 
An  owner  of  a  building  is  entitled  to  the  same  exemption  undir 
this  section  as  a  lessee. 

§  2.  The  sum  of  three  hundred  thousand  dollars  is  heretv  ap- 
propriated for  the  additional  expensea  of  the  state  tax  department 
required  by  this  act.  On  or  before  April  first,  nineteen  hnndnd 
and  twenty-two,  the  tax  department  shall  file  with  the  govenmr. 
the  chairman  of  the  senate  finance  oommittee  and  the  chairman  nf 
the  assembly  ways  and  means  committee  a  tentative  segregation  of 
the  amount  hereby  appropriated,  and  before  any  moneys  shall  ln" 
paid  out  of  this  fund  by  the  state  treasurer  on  the  warrant  of  the 
comptroller  such  segregation  shall  have  their  approval.  No  change 
shall  be  made  in  this  tentative  segregation,  without  the  approval 
of  the  governor,  the  chairman  of  the  senate  finance  committee  anil 
the  chairman  of  the  assembly  ways  and  means  committee.  Tht- 
sum  hereby  appropriated  shall  be  paid  out  of  the  treasurer  on  ilic 
warrant  of  the  comptroller  on  the  order  of  the  tax  commission. 

§  3.  This  act  shall  take  effect  immediately. 
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PROPOSED  PUBLIO-UTILlTi'  TAX  LAW. 
Preliminary  Note 
Ifemoraudum  of  prospective  public  utility  bill  imposing  a 
groa^-net  tax  in  lieu  of  the  source  of  taxation  npou  Public  Util- 
ities now  existing  in  the  State  of  New  York,  Under  present  con- 
stitutional limitation,  tbe  drafting  of  sucb  ft  bill  is  a  diffic\iU 
matter,  and  the  following  U  intended  only  as  a  tentative  pro- 
posal. It  is  herewith  printed  for  further  discussion  and  develoj)- 
ment. 

AN  ACT 
Tu  amend  tlie  tax  law  in  relation  to  taxation  of  public  utilities. 

The  People  of  the  State  of  Neiv  York,  repreaenled  in  Senate 
ajid  Assembly,  do  enact  as  follows: 

Section  1.  Subdivision  four  of  section  one  hundred  and 
seventy-one  of  chapter  sixty-two  of  the  laws  of  nineteen  hundred 
and  nine,  entitled  "An  act  in  relation  to  taxation,  constituting 
chapter  sixty  of  the  Consolidated  Laws,"  such  subdivision  having 
i)een  last  amended  by  chapter  ninety  of  the  laws  of  nineteen  hun- 
dred and  twenty-one,  is  hereby  amended  to  read  as  follows; 
Fourth.  Assess,  determine,  revise,  readjust  and  impose  the  cor- 
poration taxes  under  articles  nine  and  [nine-aj  nine-h  and  the 
taxes  under  article  nine-a  of  this  chapter,  and  on  and  after  July 
first,  nineteen  hundred  and  twenty-one,  ha\c'  the  power  and  per- 
form tbe  duties  of  the  state  comptroller  in  the  collection  of  such 
taxes  and  the  crediting  of  such  taxes  erroneously  paid,  as  juris- 
diction thereof  is  vested  in  sucb  commission  by  section  one  hun- 
dred and  seventy-nine  of  this  chapter. 

§  2.  Subdivision  three  of  section  one  hundred  and  seventy- 
one-a  of  such  chapter  as  added  by  chapter  ninety  of  the  laws  of 
nioetecn  hundred  and  twenty-one,  is  hereby  amended  to  read  jis 
follows:  Exercising  the  powers  and  performing  the  duties  ccn- 
ferred  or  imposed  by  articles  nine,  nine-a,  nirie-h,  and  sixteen  of 
this  chapter  on  the  tax  commission  in  relation  to  the  revision  and 
resettlement  of  accounts  for  taxes  under  such  article,  on  applica- 
titms  made  therefor; 
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§  3.  Article  nine-a  of  such  chapter  as  added  by  chapter  sL-vei 
hundred  and  twenty-six  of  the  laws  of  nineteen  hundred  ant 
seventeen  is  hereby  renumbered  article  nine-K 

§  i.  Such  chapter  is  hereby  amended  by  inserting  therein  i 
new  article,  to  be  known  as  article  nine-a  thereof,  and  tu  read  a; 
follows : 

AKTICE  XINE-A. 
Public  Utilities  Tax. 
Section  207-a.  Short  title. 

207-b.  Definitions. 

307-c.  Eate  of  tax. 

207-d.  Computation  of  earnings. 

207-e.  Modification  of  computaticn. 

207-f.    Independent  units. 

207-g.  Reports  to  commission. 

207-h.  Cousolidiited  i-etura. 

307-i,    Payment  of  tax  and  penalty  for  failure. 

207-j.    In  lieu  of  other  taxes. 

207-k,  Application  of  sections  of  article  nine. 

207-1.   Unconstitutionality. 

Section  207-a.  Short  title.  Thia  article  shall  be  known  as  ll)i* 
Public  Utilities  Tax  Law. 

§  207-b.  Definitions.     Wlien  used  in  this  article: 

(a)  "  Public  utility  "  shall  include  any  public  service  surfaw. 
elevated,  or  underground  railroad,  canal  boat,  steamboat,  fern-. 
[except  a  ferry  line  operated  between  any  of  the  boroughs  of  the 
City  of  New  York,  under  a  leas©  granted  by  the  city3  express, 
telegraph,  wireless  telt^raph,  telephone,  cable,  navigation,  pipe, 
transfer,  baggage,  express,  freight  car,  palace  car,  or  sleeping' 
ear  line,  and  evcrj-  other  public  service  line  for  transportation, 
or  for  the  transmission  of  messages,  or  any  plant  for  the  supplv 
to  the  public  of  water,  or  gas,  electric,  or  steam  heating,  ligliliii^'. 
or  power  purposes, 

(b)  "  Company  "  shall  mean  any  corporation,  joint  atocl  cnni- 
pany,  or  association,  or  the  i-cceiver  of  any  such  company,  openii- 
ing  a  public  utility  [but  shall  not  include  a  political  lubdivisiy 
of  the  etate]. 
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(c)  "  Qross  earnings "  shall  incluile  all  receipts  from  the 
operation  of  a  public  utility. 

(d)  "  Net  earnings  '"  shall  be  net  earnings  from  the  operation 
it  a  |>ublic  utility  after  deduction  of  operating  expenses  and  taxe* 
isaignable  to  operation,  except  special  franchise  taxea  in  this  state 
or  the  tax  imposed  by  this  article. 

I  207-a  Rate  of  tax.  Every  company  shall  pay  an  annual  tas 
vhich  shall  be  based  on  gross  earnings  and  which  shall  be  the 
percentage  of  gi-oss  earnings  fixed  herein : 

(a)  When  it  has  no  net  earnings  or  its  net  earnings  do  not 
e.'ceeed  5  per  cent  of  its  gross  earnings  —  1  per  cent ; 

(b)  When  its  net  earnings  exceed  5  per  cent  of  its  gross  earn- 
ings but  do  not  exceed  10  per  cent  —  IH  per  cent ; 

(e)  When  its  net  earnings  exceed  10  per  cent  of  its  gross  eam- 
iuffs  but  do  not  exceed  15  per  cent —  l^i  per  cent; 

(d)  When  its  net  earnings  exceed  15  per  cent  of  its  gross 
earnings  but  do  not  exceed  20  per  cent  —  1%  per  cent ; 

(e)  When  its  net  earnings  exceed  20  per  cent  of  its  gross 
i-aruinga  but  do  not  exceed  25  per  cent  —  2  per  cent. 

{f )  When  its  net  earnings  exceed  25  per  cent  of  its  gross  earn- 
inp  but  do  not  exceed  30  per  cent  —  Si/t  per  cent ; 

(g)  When  its  net  earnings  exceed  30  per  cent  of  it«  grosa 
faminga  but  do  not  exceed  35  per  cent  —  2^/^  per  cent ; 

(h)  When  its  net  earnings  exceed  85  per  cent  of  its  gross 
earnings  but  do  not  exceed  40  per  cent —  2%  per  cent; 

(i)  When  its  net  earnings  exceed  40  per  cent  of  its  gross  eam- 
inga  —  3  per  cent, 

§  207-d.  Computation  of  earnings,  (a)  In  ease  the  company 
carries  on  a  public  *itility  business  wholly  within  the  state,  the 
total  gross  and  net  earnings  shall  be  the  basis  for  the  tax. 

(b)  In  case  the  company  carries  on  a  public  utility  business 
within  the  state,  partly  or  wholly  in  interstate  and/or  foreign 
i-ommerce,  the  basis  for  the  tax  shall  bo  in  the  following  ratio  of 
the  total  gross  and  net  earnings: 

(1)  In  the  case  of  a  company  operating  a  railroad  operated  by 
steam  or  other  motive  power  and  either  undei^^und,  surface,  or 
elevated,  the  ratio  shall  be  that  which  thf  number  of  milea,  incliid- 
in};  yard  tracks,  sidings,  branches  and  spurs  operated  within  the 
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state  on  Becember  31  of  the  tax  year  bears  to  the  total  niiniber 
of  such  miles  operated  by  the  c»Mnpany  both  within  and  without 
the  state  on  such  day. 

(2)  In  the  case  of  a  company  not  operating  a  railroad  bat 
operating  cars  or  oth«r  vehicles,  the  ratio  shall  be  that  whi<^  the 
numbw  of  miles  run  by  the  cars  or  other  vehiclee  of  such  com- 
pany within  the  state  during  the  tax  year  bears  to  the  t<Hal  num- 
ber of  miles  run  by  the  cars  or  other  v^icles  so  operated,  both 
within  and  without  the  state  during  such  year. 

(3)  In  the  case  of  a  company  operating  lines  of  steam  vessels 
or  lines  of  other  vessels,  including  baiges  or  canal  boats,  the  ratio 
shall  be  that  which  the  number  of  passeoigers  and/or  the  numlx-r 
of  tons  of  freight  embarked  on  board  the  vessels  of  soch  company 
within  the  state  of  New  York  during  the  tax  year  bears  to  the 
total  number  of  passengers  and/or  tons  of  frei^t  embarked  IkhI: 
within  and  without  the  state  during  such  year. 

(4)  In  the  case  of  a  oompany  operating  a  tel^hone,  tel^raph 
or  cable  line,  except  as  otherwise  provided,  the  ratio  shall  be  that 
which  the  total  number  of  miles  of  wire  operated  by  such  com- 
pany within  the  state  on  December  31  of  the  year  bears  to  the 
total  number  of  such  milee  of  wire  operated  within  and  withont 
the  state  on  such  day,  except  in  ease  of  a  company  operating  tele- 
phone systems  whose  principal  buaineas  is  the  operation  of  tele- 
phone exchanges,  in  which  case  the  basis  shall  be  the  ratio  be- 
tween the  number  of  telephonic  insbniments  operated  for  hire 
within  this  state  on  December  31  of  the  tax  year  and  the  total 
number  of  such  instruments  so  operated,  both  within  and  withont 
the  state  on  such  day. 

(5)  In  the  case  of  a  company  operating  stsam  heating,  water, 
gas,  electric  light,  power  or  supply  systems,  or  pipe  lines  for 
water,  gas,  or  oil,  the  basis  shall  be  the  proporticu  which  the 
total  mileage  of  wire  or  lines  of  pipe  operated  within  the  state 
during  the  taxable  year  bears  to  the  total  mileage  operated  botli 
within  and  without  the  state  during  such  year. 

(6)  In  the  case  of  a  corporation,  joint  stock  company  or  asso- 
ciation not  operating  a  railroad  and  leasing  cars  to  a  ctunpanv 
operating  a  railroad  or  car  line,  the  ratio  shall  be  that  whidi  the 
number  of  car  miles  run  by  the  cars  of  such  company  by  whora- 
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soever  operated  within  the  state  during  the  tax  year  bears  to  the 
total  aumber  of  car  miles  run  by  such  cars  so  operated,  bcth 
within  and  without  the  state  during  such  year. 

(7)  In  the  case  of  a  company  operating  a  maritime  cable  or 
wirdess  system  the  ratio  shall  be  that  which  the  number  of  mea- 
wges  accepted  in  the  state  of  New  York  during  the  tax  year 
bears  to  the  total  number  of  messages  accepted  both  within  and 
without  the  state  during  such  year. 

§  207-e.  Modification  of  computation.  Any  company  subject 
to  the  tai  imposed  by  this  article  and  carrj'ing  on  a  public  utility 
business  partly  or  wholly  in  interstate  or  foreign  commerce,  may 
petition  the  commission  at  or  before  the  time  whan  its  report  is 
liue,  to  fix  the  ratio  of  its  gross  and  net  earnings  on  a  basis  differ- 
ing from  that  provided  in  this  artide.  Such  company  shall  file 
a  statranent,  supplementary  to  its  return,  showing  the  business 
done  and  the  value  of  property  used  in  the  business  both  within 
and  witbont  the  stat^  and  any  other  pertinent  consideration. 
The  commission  may  require  further  information  or  may  pro- 
ceed as  in  case  of  an  tmaatisfactory  report  and  shall,  after  a  heai^ 
ing  of  whieh  the  company  shall  have  at  least  five  days'  notice  and 
at  which  it  may  appear  in  person  or  by  counsel  and  present  ail- 
ments, determine  the  ratio  of  total  gross  and  net  earnings  reason- 
aUy  attributable  to  the  value  of  the  property  as  a  going  concern 
within  the  state,  fix  the  tax  and  notify  the  operating  company. 
Notice  shall  be  contained  in  an  envelope  addressed  to  the  post- 
office  address  of  the  company.  The  tax  shall  be  due  and  payable 
at  onoe,  if  tilie  notice  be  mailed  subsequent  to  the  date  on  which 
the  tax  would  have  been  payable  had  the  company  not  petitioned, 
otherwise  on  such  date,  and  interest  upon  the  total  amount  found 
dae  to  the  state  on  the  account  stated  for  taxes,  interest  and 
other  charges  shall  begin  with  the  expiration  of  thirty  days,  after 
the  tax  is  due  until  payment  shall  be  made,  and  shall  be  added 
thereto  and  collected  therewith. 

§  207-f-  Independent  units.  A  company  doing  business  both 
within  and  without  the  state  may  segr^ate  the  gross  and  net 
camings  frwn  a  public  utility  substantially  wholly  within  the 
^te  and  such  earnings  shall  be  its  gross  and  net  earnings  if  such 
imUie  utility  is  operated  separate  and  apai-t  from  other  public 
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utilities  operated  witliout  the  state  or  both  within  nnd  without 
the  state.  Such  company  must  include  in  its  report  a  stateni«it 
of  its  total  gross  and  net  earnings  from  operation  of  the  Bi^arate 
public  utility  and  any  other  facts  which  the  Commission  may 
require,  and  the  Ooimnission  shall  det^nuino  whether  the  utility 
is  operated  substantially  wholly  within  the  state.  To  determint. 
the  net  earnings  in  such  case  the  Commission  shall  allocate  such 
portion  of  the  general  overhead  and  other  expenses  of  the  operat- 
ing company  as  is  justly  chargeable  to  the  operation  of  the  sepa- 
rate public  utility. 

§  207-g,  Reports  to  commission.  Companies  liable  to  pay  a 
tax  under  this  article  shall  report  to  the  Comraisaion  as  follows, 
in  aueh  form  as  it  may  require: 

(a)  Every  company  operating  a  transportation  or  tranamissioti 
line  shall,  on  or  before  August  first  in  each  year,  make  a  written 
report  to  the  Tax  Commission  of  its  condition  at  the  close  of  it' 
business  on  June  30  preceding,  stating  the  amount  of  its  gros^ 
and  net  earnings  for  the  year. 

(b)  Every  company  operating  a  water  works,  gaa,  electric, 
steam  beating,  lighting  or  power  system  shall,  on  or  before 
December  first  of  each  year,  make  a  written  report  to  the  Tax 
Commission  of  its  condition  at  the  close  of  its  business  on  October 
31st  preceding,  stating  the  amount  of  its  gross  earnings  and  net 
earnings  for  the  year. 

Section  207-h.  Consolidated  return.  If  a  company  owns  sub- 
stantially all  the  stock  of  one  or  more  other  companies  and  if 
the  public  utilities  directly  operated  by  it  and  those  operate! 
through  such  other  companies,  are  operated  as  a  system,  it  may 
file  with  its  report  a  consolidated  report  for  itself  and  such  othfr 
companies  in  such  form  as  the  Commission  shall  require,  contain- 
ing a  statement  of  the  gross  and  net  earnings  of  the  system  anil 
such  other  information  as  the  Commisaion  may  require,  and  peti- 
tion the  Commission  that  it  be  deemed  the  company  operatinir 
ench  system  as  a  single  public  utility.  If  the  Commission  find* 
that  the  petition  is  true  it  shall  approve  it,  and  all  deduction* 
which  could  have  been  made  by  any  of  the  companies  so  indudpit 
shall  be  allowed  to  the  company  paying  the  tax.  There  shall  Iv 
ihe  same  exemption  from  taxation  in  favor  of  the  subsidiary  eoia- 
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panics  in  such  ease  as  if  such  subsidiary  eompanira  had  fhein- 
aeh-es  paid  a  tax  under  this  article.     This  section  shall   applj 
only  lo  companies  operating  substantially  wholly  within  the  state 
aud  shall  not  excuse  any  company  from  making  a  report 
Section    207-i.    Payment    of    tax    and    penalty    for    failure. 

(a)  The  tax  Imposed  on  companies  operating  transportation 
and  transmission  lines  shall  be  due  and  payable  into  the  state 
treasurj'  on  or  before  the  first  day  of  August  in  each  year. 

(b)  The  tax  imposed  upon  companies  operating  water  works, 
gas,  electric  or  steam  heating,  lighting  or  power  systems  shall  be 
due  and  payable  into  the  state  treasury  on  or  before  the  fifteenth 
day  of  Jannary  in  each  year. 

(c)  If  such  tax  in  any  case  is  not  paid  within  liiirty  days 
after  it  becomes  due,  or  if  the  report  of  any  company  is  not  made 
ftifhin  the  time  required  by  this  article,  the  ccnipany  liable  to 
pay  the  tax  shall  pay  into  the  state  treasury  in  addition  to  the 
amount  of  such  tax,  a  sum  equal  to  five  per  centum  thereof,  and 
'■ne  per  centum  addition  for  each  month  the  tax  remains  unpaid, 
n-hich  sum  shall  be  added  to  the  tax  and  paid  or  collected 
therewith. 

(d)  Every  company  failing  to  make  the  annual  report  required 
hy  this  article,  or  failing  to  make  any  special  report  required 
by  the  commission,  within  any  reasonable  time  to  be  specified  by 
the  commission,  shall  forfeit  to  the  people  of  the  state  the  sum 
of  ten  dollars  for  each  day  that  such  failure  continues.  Such 
tax  shall  be  a  lien  upon  and  bind  all  the  real'  and  personal  prop- 
erty of  the  company  liable  to  pay  the  same  from  the  time  when  it 
is  payable  until  the  same  is  paid  in  full. 

Section  207-j.  In  lieu  of  other  taxes.  The  tax  under  this 
article  shall  be  in  lieu  of  all  other  taxes  upon  the  company, 
cscept  taxes  or  assessments  upon  its  real  estate  and  on  special 
franchise,  but  the  tax  imposed  by  this  article  shall  not  be  in 
addition  to  any  tax  paid  on  a  special  franchise,  and  any  tax  on 
special  franchise  due  and  paid  during  the  twelve  months  pre- 
reding  the  date  on  which  the  tax  provided  by  this  article  is  due, 
shall  be  deducted  from  the  amount  of  such  tax.  If  the  special 
franchise  tax  has  not  been  paid  because  of  an  appeal  from  the 
Tax  Commission,   tbe  amount   assessed   shall  be   allowed   as   a 
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deduction  and  when  the  special  franchise  tax  is  finally  paid  tbe 
Tax  Commission  shall  make  an  adjustment  of  the  diff^^nce  be- 
tween such  payment  and  the  amount  assessed  and  the  companv 
shall  thereupon  be  entitled  to  credit  upon  the  books  of  the  comp- 
troller for  the  amount  of  any  excess  in  the  amount  paid.  Sad 
credit  may  be  assigned  by  the  company  in  whose  favor  it  is 
allowed  to  a  company  liable  to  pay  taxes  under  this  article,  and 
the  assignee  of  the  whole  or  any  part  of  such  credit  on  filing  with 
the  commission  such  assignment  shall  thereupon  be  entitled  to 
credit  upon  the  books  of  the  Tax  Commission  fta-  tibe  amouni 
thereof  on  the  current  account  for  taxes  of  ancti  assignee  in  the 
same  way  and  with  the  same  effect  as  tbou^  the  credit  had 
originally  been  allowed  in  favor  of  su<di  assignee.  If  from 
such  reassessment  it  appears  that  an  additional  tax  is  due  from 
such  company  for  such  year,  such  company  shall,  within  thirtv 
days  after  notice  has  been  given  as  provided  in  section  207-e  of 
this  chapter  by  the  Tax  Commission,  pay  such  additional  tax. 

Section  207-k.  Application  of  sections  of  article  nine.  Sections 
one  hundred  and  ninety-four,  one  hundred  and  ninety-five,  one 
hundred  and  ninety-eight,  one  hundred  and  ninety-nine,  two  han- 
dred,  two  hundred  and  one,  two  hundred  and  two,  two  hundred 
and  three,  two  hundred  and  six,  and  two  hundred  and  seven  of 
this  chapter  shall  apply  to  the  taxes  imposed  by  this  artide,  so 
far  as  applicable. 

Section  207-1.  Unconstitutionality.  The  l^slature  declares  It 
to  be  its  intention  that  if  any  provision  of  this  act,  or  the  applica- 
tion thereof  to  any  company  or  circumstances,  be  held  invalid: 
(a)  The  remainder  of  the  act,  and  the  application  of  such  pro- 
vision to  other  companies  or  circumstances,  shall  not  be  affected 
thereby ;  and  (h)  Wherever  necessary  as  a  result  of  such  decision. 
the  fax  on  any  company  shall  be  reassessed  by  the  CommisMon 
and  the  company  shall  have  the  same  ri^ts  as  tn  c-ase  of  ah 
original  assessment,  and  the  taxes  shall  be  due  as  provided  in 
sections  195  and  196  of  the  Tax  Law. 

Section  3.  Acts  repealed.  Sections  184,  185  and  186  of  sueh 
chapter  and  all  other  acts  or  parts  of  acts  in  conflict  herewith  are 
here^  repealed. 

Section  4.  Section  one  hundred  and  ninety-two  of  nich  chapter 
is  amended  to  read  ga  follows: 
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§  192.  Reports  of  corporations.  Corporations  liable  to  pay  a 
tax  under  thiB  article  shall  report  as  follows: 

1,  Corporations  paying  franchise.  Every  corporation,  associa- 
tion or  joint-stock  company  liable  to  pay  a  taji  under  section  one 
hundred  and  eighty-two  of  this  chapter  shall,  between  the  first 
(lay  of  November  and  the  fifteenth  day  of  December  in  each  year, 
make  a  written  report  to  the  tax  commission  of  its  condition  at 
the  close  of  its  business  on  October  thirty-first  preceding,  stating 
the  amount  of  its  authorized  capital  stocky  the  amount  of  stock 
paid  in,  the  date  and  rate  per  centum  of  each  dividend  declared 
by  it  during  the  year  ending  with  such  day,  the  entire  amount  of 
the  capital  of  such  corporation,  and  the  capital  employed  hy  it  in 
this  state  during  such  year.  Upon  written  application  the  State 
Tax  Commission  may,  in  its  discretion,  extend  the  time  in  which 
to  make  report,  but  not  beyond  the  fifteenth  day  of  February 
succeeding. 

[2,  Transportation  and  transmission  corporations.  Every 
transportation  or  transmission  corporation,  joint-stock  company 
nr  association  liable  to  pay  an  additional  tax  under  section  ont^ 
liundred  and  eighty-four  of  this  chapter,  shall  also,  on  or  before 
.\ngust  first  in  each  year,  make  a  written  report  to  the  tax  com- 
mission of  its  condition  at  the  close  of  its  business  on  June 
thirtieth  preceding,  stating  the  amount  of  its  gross  earnings 
from  all  sources  and  the  amount  of  its  gross  earnings  from  its 
trausportatioQ  or  transmission  business  originating  and  terminat- 
ing within  this  state. 

[3.  Elevated  and  surface  railroad  corporations.  Every  cor- 
IK>ration,  joint-stodc  company  or  association  liable  to  pay  a  tax 
under  section  one  hundred  and  eighty-five  of  this  chapter  shall, 
iHi  or  before  August  first  of  each  year,  make  a  written  report  to 
tbe  tax  commission  of  its  conditions  at  the  close  of  its  business  on 
June  thirtieth  preceding,  stating  the  amount  of  its  gross  eam- 
iDgs  from  business  done  in  this  state,  the  amount  of  dividends 
nf  every  nature  declared  or  paid  during  the  year  ending  June 
thirtieth,  the  authorized  capital  of  the  company  and  the  amount 
of  capital  stock  actually  issued  and  outstanding. 

[4.  Watei^works,  gas,  electric,  steam-heating,  lighting  and 
power  corporations.    Every  corporation,  joint-stock  company  or 
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aBaociation  liable  to  paj  a  tax  under  section  one  hundred  an<l 
eighty-six  of  thia  chapter,  shall,  on  or  before  December  first  nf 
each  year,  make  a  written  report  to  the  tax  commission  of  its  coi:- 
dition  at  the  close  of  its  business  on  October  thirty-firrt  preced- 
ing, stating  the  amount  of  its  gross  earnings  frcm  business  doni- 
in  thia  state,  the  amount  of  dividends  of  everj-  nature  declared  or 
paid  during  the  year  ending  with  October  thirty-first,  the  author- 
ized capital  of  the  company  and  the  amount  of  capital  stot-k 
actually  issued  aud  outstanding.] 

[5.]  2.  Insurance  corporations,  Everj'  insurance  oorporatinu 
liable  to  pay  a  tax  under  section  one  hundred  and  eijphty-seveii 
of  this  chapter,  shall,  on  or  before  March  first  in  each  year,  maki- 
a  written  report  to  the  tax  commission  of  its  condition  at  tbe  clo^* 
cf  its  business  on  December  thirty-first  preceding,  stating  the 
gross  amount  of  all  premiums  referred  to  in  section  one  hundn-d 
and  eighty-seven  of  this  chapter,  received  during  the  preceding 
calendar  year  on  business  done  thereby  in  this  state  during  the 
year  ending  with  su<'h  day  and  at  all  times  prior  thereto,  whether 
the  premiums  were  in  money  or  in  the  form  of  notes,  credits  or 
othCT  substitutes  for  money. 

[6j  3.  Foreign  bankers.  Every  foreign  banker  liable  to  pay 
a  tax  under  section  one  hundred  and  ninety-one  of  this  chapter 
shall,  on  or  before  February  first  in  each  year,  make  a  written 
report  to  the  tax  commission  of  the  condition  of  his  business  on 
December  thirty-first  preceding,  stating  the  amount  of  tax  for 
which  he  is  liable  under  this  article,  and  giving  in  detail  the 
facts  required  by  the  last  preceding  section  for  the  purpose  of 
ascertaining  and  comjmting  the  same. 

[7j  4.  Trust  companies.  Every  company  liable  to  pay  a  tax 
under  section  wie  hundred  and  eighty-eight  of  this  chapter  shall, 
on  or  before  August  first  in  each  year,  make  a  written  report  to 
the  tax  commission  of  its  condition  at  the  close  of  business  on 
June  thirtieth  preceding,  separately  stating  the  amount  of  its 
capital  stock,  the  amount  of  its  surplus,  and  the  amount  of  it--; 
undivided  profits,  and  containing  such  other  data,  information 
or  matter  as  the  tax  commission  may  require. 

[8j  5,  Savings  banks.  Every  savings  bank  liable  to  pay  a  tax 
under  section  one  hundred  and  ei^ty-nine  of  this  chapter,  shall 
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uii  or  before  August  first  in  each  year,  make  a  written  report  to 
the  tax  commiasiou  of  its  condition  at  the  close  of  business  on 
June  thirtieth  preceding,  stating  the  par  value  of  its  sur|dus, 
aud  undivided  earnings  and  containing  such  other  data,  informa- 
tion or  matter  aa  the  tax  commission  may  require. 

[9]  6.  Investment  companies.  Every  investment  company 
liable  to  pay  a  tax  under  section  one  hundred  and  eighty-eight-a 
of  this  chapter  shall,  on  or  before  AuguBt  first  in  each  year,  make 
a  written  report  to  the  tax  commission  of  its  ccmdition  at  the 
dose  of  business  on  June  thirtieth  preceding,  separately  stating 
the  amount  of  its  capital  stock,  the  amount  of  its  surplus,  and 
the  amount  of  its  undivided  profits,  and  containing  such  other 
data,  information  or  matter  as  the  tax  commission  may  require. 
Section  5.  Section  one  hundred  and  ninety-seven  of  such  chap- 
ler  is  hereby  amended  to  read  as  follows: 

Section  197.  Payment  of  tax  and  penalty  for  failure.  A 
tax  imposed  by  section  one  hundred  and  eighty-two  [or  one  hun- 
Jred  and  eighty-six]  of  this  chapter  shall  be  due  and  payable 
into  the  state  treasury  on  or  before  the  fifteenth  day  of  January 
in  each  year.  [A  tax  imposed  by  section  one  hundred  and  eighty- 
four  of  this  chapter  on  a  transportation  or  transmission  corpora- 
tion, or  by  section  one  hundred  and  eighty-five,  on  elevated  rail- 
roads or  surface  railroads  not  operated  by  steam,  shall  be  due 
and  payable  into  the  state  treasury  on  or  before  the  first  day  of 
.Vugust  in  each  year.J  A  tax  imposed  by  section  one  hundred 
and  eighty-seven  of  this  chapter  on  an  insurance  corporation  shall 
be  due  and  payable  into  the  state  treasury  on  or  before  the  first 
day  of  June  in  each  year.  A  tax  imposed  by  section  one  hundred 
and  eighty-eight,  one  hundred  and  eighty-eight-a  or  one  hundred 
and  eighty-nine  shall  be  due  and  payable  into  the  state  treasury 
on  or  before  the  first  day  of  September  in  each  year.  A  tax 
imposed  by  section  one  hundred  and  ninety-one  of  this  chapter 
iin  a  foreign  banker  shall  be  due  and  jiayable  into  the  state  treas- 
ury on  or  before  February  first  in  each  year.  If  such  tax  in  any 
(■.i»'  is  not  paid  within  thirty  days  after  the  same  becomes  due, 
or  if  the  report  of  any  such  corporation  is  not  made  within  the 
time  required  by  this  article,  the  corporation,  association,  j'oint- 
'fock  company,  person  or  partnership,  liable  to  pay  the  tax,  shall 
pay  into  the  state  treasury  in  addition  to  the  amount  of  suct^ 
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tax  a  snm  equal  to  five  per  centum  thereof,  and  one  per  ce 
additional  for  eacli  month  the  tax  remains  unpaid,  which 
shall  be  added  to  the  tax  and  paid  or  collected  therewith.  1 
coTporati<m,  association,  joint-stock  ctnnpanj,  person  or  pai 
ship  failing  to  make  the  annual  report  required  fay  this  artid 
failing  to  make  any  qiecial  report  required  by  the  conunis 
within  any  reasonable  time  to  be  specified  t^  the  commit 
ehall  forfeit  to  the  people  of  the  state  the  gum  of  one  him 
dollars  for  every  suoh  failure,  and  the  additional  sum  of 
dollars  for  each  day  that  such  failure  continuee.  Such  tax 
be  a  lien  upon  and  bind  all  the  real  and  personal  property 
corporation,  joint-stock  company  or  association  liable  to  pay  i 
same  from  the  time  when  it  is  payable  until  the  same  is  pi 
in  full.  ' 

8eotion  6.  This  act  shall  take  effect  immediately. 
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PROPOSED     CONSTITUTIONAL     AMENDMENT  \ 
REOAKDING  DEBT  LIMITATION 
Concurrent  Sesolution  of  the  Senate  and  Asacmbly 
Proposiug  an  amendment  to  article  eight  of  the  oonstitutJoi 
in  relation  to  limitation  of  indebtedness  of  cities  and  countio' 
Section  1.  Resolved  (if  the  Assembly  concur),  That  artir'i 
eight  of  the  constitution  be  amended  by  inserting  therein  a  ori 
section,  to  be  section  ten-a,  to  read  as  follows: 

§  10-a.  The  debt  limitation  of  a  city  or  county,  or  the  limiU 
tion  on  the  amount  whidi  the  city  or  county  is  authorized  to  nis( 
annually  for  city  or  county  purposes,  as  prescribed  by  section  ten 
of  this  article,  shall  not  be  affected  by  reason  of  a  change  in  tic 
system  of  taxation  or  in  the  detfinition  of  real  estate  or  real  prop 
erty,  whereby  real  estate  then  subject  to  taxation  in  such  city  o'' 
county  shall  be  exempted  from  taxation  or  be  taxed  otherwise 
than  on  its  assessment-rolls ;  but  the  valuation  of  such  real  eetaK 
as  it  last  appeared  on  such  assessment-rolls  shall  continue  to  be  i 
part  of  the  base  on  which  the  debt  limitation,  or  on  which  tbe 
limitation  on  the  amount  whi(^  the  city  or  county  is  authorize! 
to  raise  annually  for  city  or  county  purposes,  shall  be  calcnlaloi' 
The  legislature  in  its  discretion  may  confer  appropriate  jar* 
diction  on  the  appellate  divisions  in  the  several  judicial  depail- 


Ml:  (for  the  purpose  of  detenuining  the  real  estate  in  any  city 
>a:J.  ^Jiige,  vrhioh  is  so  exempted  or  otherwise  taxed,  and  the  valuu 
eresrjf. 

rs<.>s  :i  Resolved  (if  the  Asaemblj  concur).  That  the  forgoing 
r  dii^bnent  be  refened  to  the  legislature  to  be  chosen  at  the  next 
le  a'^H  election  of  senators,  and  in  conformity  with  section  one 
he  f^'jUcle  fourteen  of  the  constitution  be  published  for  three 
)i  ths  previous  to  the  time  of  such  election. 


Ni  POSED     CONSTITUTIONAL     AMENDMENT     EE- 
r  ^ttUDIJJG  THE  TAXATION  OF  FDBLIO  UTILITIES 
':•'-■'    Concurrent  Resolution  of  the  Senate  and  Assembly 
'-'  iosing   an  amendment  to  section  two  of  article  ten  of  the 
bstitution,    in  relation  to  the   taxation   of   public   service 
-    rporaticMu. 

ection  1.  Besolved  (if  the  Assembly  concur),  That  section  two 

' '  xticle  ten  of  the  constitution  be  amended  to  read  as  follows: 

2.  All  county  ofiBcers  whose  election  or  appointment  is  not 

tided  for  by  Uiis  constitution,  shall  be  elected  l^  the  electors 

tiie  respective  counties  or  appointed  hy  the  boards  of  supei^ 

POT  other  county  authorities,  as  the  legislature  shall  direct. 
;y,  town  and  village  officers,  whose  election  or  appointment 
'Mot  provided  for  by  this  constitution,  shall  be  elected  by  the 
fetors  of  auch  cities,  towns  and  villages,  or  of  some  division 
ireof^  or  appointed  by  such  authorities  thereof,  as  the  It^sla- 
Ke  shall  designate  for  that  purpose.  All  other  officers,  whose 
tetion  or  appointment  is  not  provided  for  by  this  constitution, 
|d  all  officers,  whose  offices  may  hereafter  be  created  by  law, 
•all  be  elected  by  the  people,  or  appointed  as  the  legislature  may 
iiect.  Nothing  in  this  section  or  elsewhere  in  this  conMitiUion 
iaU  be  held  to  preveTit  the  legislature  from  providing  by  gerv- 
nU  lata  how  public  service  corporations,  and  the  property  of  such 
■orporaiions,  shall  he  taxed  imd  how  auch  tares  shall  be  collected, 
i  2.  Besolved  (if  the  Assembly  concur),  That  the  foregoinfj 
imendment  be  referred  to  the  legislature  to  be  chosen  at  the  next 
imeral  election  of  sraiators,  and  in  conformity  with  section  one 
if  article  fourteen  of  the  constitution  be  publii^hed  for  three 
ninths  previous  to  the  time  of  such  election.  , 
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LETTER  OF  TRANSMITTAL 

February  1,  1923. 
To  ike  Senate  and  Assembly  of  the  State  of  New  York: 

There  is  do  point  at  which  larger  or  more  immediate  govem- 
mental  improvement  can  be  nrade  at  the  present  time  in  the  State 
of  New  York  than  in  comity,  town  and  village  goremment.  In 
Ihis  report  we  are  able  to  point  to  an  annnal  saving  of  aome 
$2,620,000  which  can  be  made  by  the  adoption  of  the  specific 
minor  recommendations  we  have  to  make.  It  is  not  possible  to 
estimate  the  savings  which  would  result  from  the  adoption  of  the 
major  st^gestions,  but  they  would  total  many  millions  of  dollars. 
Our  recommendations  have  not  been  confined  to  economies.  We 
have  given  equal  attention  to  the  need  of  better  government,  and 
in  some  eases  oar  snggeetions  would  require  increased  appropria- 
tions. On  the  whole,  however,  the  plans  we  outline  would  result 
ia  a  substantial  reduction  in  the  tax  burden  as  well  as  in  better 
service. 

While  this  report  is  mainly  devoted  to  county,  town  and  village 
provemment,  it  deals  also  with  the  progress  that  has  been  made  in 
the  cities  in  this  State  since  we  reported  to  the  Legislature  in  1920 
on  the  subject  of  city  administration.  The  final  part  of  this  report 
brings  together  a  statistical  study  of  the  costs  of  government  in 
ihis  State  for  State,  county,  town,  village  and  city  government, 
ficlnsive  of  education,  over  a  five-year  period. 

The  report  which  we  are  presenting  this  year  supplements  the 
previous  work  of  this  Committee.  During  the  past  four  years 
ire  have  examined  the  State  tax  problwn  from  different  angles. 
We  have  approached  it  from  the  standpoint  of  the  State's  need 
for  revenue,  of  the  need  of  local  units  for  revenue,  of  State  tax 
administration,  of  tax  administration  in  cities,  counties  and 
towns,  and  also  from  the  standpoint  of  the  individual  taxpayer 
and  the  comparative  payments  of  individuals  and  corporations 
under  our  laws.  We  were  instructed  to  examine  the  practical 
methods  of  retrenchment  in  connection  with  these  studies  of 
taxation.  In  carrying  out  this  instruction  we  have  examined  with 
care  the  whole  problem  of  local  government  in  this  State.  The 
work  we  have  carried  through  has  not  been  duplicated  in  any 
other  State.  The  sections  of  this  report  dealing  with  county,  town 
and  village  government  supplement  this  study. 

The  scope  of  the  investigation  which  you  have  asked  this  Com- 
mittee to  undertake  this  year  has  been  so  large  that  we  have  not 
been  able  to  reach  final  conclusions  on  all  matters  within  the  time 
and  the  resources  at  our  disposal.  This  is,  therefore,  a  prelimi- 
nary rather  than  a  final  report  upon  county,  town  and  vill^e 
jroremment. 

In  pnrsning  our  study  of  methods  of  improvements  and 
retrenchment  in  local  government,  the  CommittM  has  worked  in 
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this  manner:  First,  a  competent  staff  was  selected  to  make  a 
detailed  first-hand  study  of  the  administration  of  ^Temment  in 
selected  and  typical  localities  and  an  analjreis  of  the  available 
statistics.  During  the  coarse  of  this  work  the  Committee  has 
held  frequent  conferences  with  the  members  of  its  staff.  Second. 
the  Committee  arranged  conferences  at  central  points  with  conntr. 
town,  village  and  city  ofScials  from  aU  parts  of  the  State.  "Vie 
have  also  carried  on  extensive  correspondence  with  local  ofificials 
and  taxpayers  with  regard  to  the  matters  before  the  Committee. 

The  proceedings  of  the  Committee  have  been  strictly  informal, 
and  the  powers  of  the  Committee  "to  snbpoena  witnesses  and 
compel  the  production  of  books,  records  and  documents"  have 
been  entirely  nnneceasary  in  view  of  the  belpfnl  interest  and 
ready  cooperation  extended  to  the  Committee  in  every  section  of 
the  State. 

The  Committee  acknowledges  its  obligation  to  county,  town. 
village  and  city  ofBcials  both  for  their  cooperation  in  this  task 
and  for  the  many  practical  changes  and  economies  which  have 
been  sn^ested  ont  of  the  wealth  of  their  experience.  The  State 
Tax  Department  and  the  State  Comptroller  have  rendered  vain- 
able  assistance.  The  Committee  has  been  constantly  supported 
in  its  work  by  a  loyal  and  able  staff.  The  brunt  of  the  burden  of 
scientific  investigation  has  been  borne  by  Luther  Gnlick,  chief  of 
the  Committee's  research  and  statistical  stafiEs.  These  staffs  have 
been  drawn  from  the  National  Institute  of  Public  AdminiBtration 
and  from  Columbia  University,  and  we  wtah  to  express  our  appre- 
ciation of  the  services  rendered  by  each  member.  Professors 
Edwin  R  A.  Seligman  and  Robert  Murray  Haig  of  Columbia 
University  and  Professor  Fred  R.  Fairduld  of  Yale  have  bem 
skilled  and  welcome  advisors.  The  Committee  has  been  fortunate 
in  the  selection  of  ita  legal  counsel,  and  wishes  to  express  its 
appreciation  of  the  services  rendered  by  Bruce  Smith,  Honorable 
John  C.  Davies  and  Robert  C.  Gumming. 

It  is  with  satisfaction  that  we  are  able  to  report  that  during 
our  four  years  of  work  the  Committee  has  never  been  in  disagree- 
ment over  the  findings,  conclnsionB  or  recommendations  which 
have  appeared  in  its  reports.  Tha-e  has  never  been  a  dissenting 
vote  or  a  minority  report 

(Signed) 

FBEDEBICE  M.  DAVENPORT, 

ChairmaH. 
JOHN  J.  BOTLAN, 
FREDERICK  W.  KAVANAUGH, 
FRANKLIN  W.  JUDSON, 

Ftctf-Chatmwm. 
S.  B.  VAN  WAGENEN. 
MICHAEL  B.  REIBURN. 
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INTRODUCTORY  STATEMENT 

The  Oort  of  GoTemnieiit 

The  ezpeuses  of  gOTermnent  in  tbe  State  of  New  York  for  the 
rear  1923  ma?  be  roughly  estimated  at  $621,500,000.  This  ^are 
does  not  include  an?  exp^isea  of  the  Federal  GoTemment,  but 
does  include  those  of  the  State  and  local  goTemments,  and  all 
expenses  for  edocation.  Expenditures  from  bond  issnes  for 
improvemente  or  school  gronnds  and  bnildings  are  omitted.  The 
figure  represents,  therefore,  only  the  regular  mnnii^  expense. 

This  total  of  $621,500,000  is  to  be  ^vided  among  the  various 
imits  and  activitiea  somewhat  as  follows: 

TABI£  NO.  1 
Diatriivtioit  of  Batimoted  SunwMfF  2«p0iMM  of  OotMntment  te  th«  Btale 

of  Vmd  York  for  the  Tear  Bttdiitg  Jwu  30,  1M8* 
Bctimated  axpeiMHtun  lor  Amount        Per  Cent  of  Total 

St&to  govemmnit    •68,000,000  10. 0 

Coaatj  gownanuA  30,000,000  6.» 

Oty  gcnmaamt    200,000,000  46.7 

Town  govemment    ai,000,000  8.4 

Villa«»  govemmait  0,«00,000  l.S 

EdQCfttiaa   («D  onito) 104,000,000  SI. 2 

Onnd  totol |0£1,SOO,OOO  100.0 


These  figures  are  presented  here  in  order  to  indicate  the  import- 
ance of  governmental  expenses  in  the  State. 

The  cost  of  government  naturally  varies  in  the  different 
coonties.  This  is  made  dear  by  Chart  No.  1  which  shows  by 
eoonties  the  average  cost  per  family  for  the  running  expenses  of 
contt^,  town,  village  and  city  government.  Education  is  excluded 
in  these  figures.  The  burden  per  family  ranges  from  $53  in 
St.  Lawrence  county  to  $201  in  Hamilton  county.  In  the  chart 
the  counties  are  divided  into  six  groups  on  the  bssis  of  these 
costs.^ 

Inoreaiiii;  Oorti  and  ServioeB 

The  costs  of  government  have  been  increasing  rapidly  dur- 
ing the  past  fifty  years.  In  the  past  ten  years  these  increases 
have  been  especially  pronounced  due  to  the  change  in  the  value 
of  the  dollar  as  a  result  of  the  war.  This  committee  has  already 
shown  that  the  increase  in  this  state  from  1910  to  1920  was  ap- 
proximately 107  per  cent.*     It  is  unfortunate  that  there  is  no 
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simple  way  of  measaring  in  compariaon  with  these  costs  the  serv- 
ices which  gOTemmeHt  is  rendering  in  return  for  the  large  outlay 
made.  Making  allowance  for  the  change  in  the  purchasing  power 
of  the  dollar,  has  the  increase  in  governmental  service  kept  pace 
with  the  increase  in  costs  T 

The  Committee  is  not  able  to  answer  this  question  fully.  We 
believe,  however,  that  the  material  we  are  presenting  in  this  re- 
port bears  directly  on  this  problem.  If  ^milar  studies  had  been 
made  in  1870  and  in  1900,  we  would  be  in  a  position  to  make 
general  comparisons  of  service  rendered  as  well  as  of  increasing 
costs. 

Antfqnity  of  Present  Local  Oorernn}ent  Stmctnre 

The  ^jTBtem  of  local  government  which  we  have  in  the  State  of 
New  Toi^  in  our  counties  and  towns  dates  back  a  great  many 
years.  Certain  modifications  have  been  made,  of  course,  in  the 
functions  of  various  offices,  and  some  new  offices  have  Jjeen  added 
in  apeciflc  instancea,  but  in  the  main  the  stmcture  of  local  govern- 
ment and  the  way  in  which  local  problems  are  handled  have  not 
been  changed  since  the  State  was  created.  In  fact,  some  aspects 
of  present  institutions  have  not  been  altered  since  the  English 
established  the  provincial  government  of  New  York  after  driving 
out  the  Dutch  in  1664. 

The  following  illustrations  are  presented  by  the  Committee  to 
show  the  antiquity  of  our  present  institutions  of  local  govern- 
ment: 

1.  — r*a  Town 

The  Duke  of  Yorke's  Laws,  promulgated  in  1676,  recognized 
the  town  aa  the  unit  of  local  government.  Before  1700  the  struc- 
ture of  town  government  had  been  worked  out  to  such  an  extent 
that  the  town  offices  which  existed  then  have  been  brought  down 
to  the  present  time  with  very  few  changes  or  additions.  This 
can  be  shown  best  by  listing  the  town  offices  in  existence  at  that 
time  and  those  to  be  found  in  a  typical  town  of  today. 

TABLE  NO.  2 

Town  Ogieiala  in  VODil   and  in   1923 

1691  1923 

SuperviioT.  Snperrisor. 

CoiwtaUe.  Constable. 

Collector.  Collector. 

Awewor.  AsseBeor. 

Clerk.  Clerk. 

Highw»j   commisgioner.  HighwHy  Hihperintendcnt. 

Uverseers  of  the  poor.  Overseera  of  the  poor. 

Justices  of   tlie  peace    (I'e-  Justices  of  the  peaiv. 

g«rded  as  countj  ofBciaU).  Town  auditor. 
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It  will  be  noted  that  only  two  officers  have  been  added  to  the 
official  roster  of  the  typical  town.  The  aathorisation  of  special 
districts  is  the  only  important  chan^  in  town  government  ^ce 
1691.  The  first  of  these  administrative  areas  appears  to  have 
been  created  after  1880  when  county  Boards  of  Superviaors  were 
anthorized  to  organize  outside  of  incorporated  villages  and  cities. 

It  is  interesting  to  note,  also,  what  has  happened  to  town  func- 
tions in  connection  with  bridges  and  the  dog  tax.  Under  the 
present  highway  law,  the  towns  are  responsible  for  bnilding  and 
maintaining  all  bridges  even  where  the  highway  running  over  the 
bridge  is  built  and  maintained  by  the  State  or  the  county.  The 
result  of  this  provision  has  been  that  many  fine  highways  arc 
interrupted  by  poor  bridges,  or  by  the  absence  of  bridges,  in  towns 
that  cannot  or  will  not  build  and  maintain  them.  This  matter 
is  discussed  in  some  detail  in  Chapter  VI  and  is  mentioned  here 
only  to  call  attention  to  the  fact  that  the  cause  for  this  unreason- 
able and  unsatisfactory  situation  is  primarily  historical.  'War 
back  in  the  old  days,  before  the  State  or  the  county  built  roads, 
when  the  post  roads,  and  privately-owned  turnpikes  and  plank 
roads  were  the  only  highways  outside  of  the  meager  town  systems, 
the  towns  were  made  responsible  for  public  bridges.  This  situa- 
tion can  be  traced  in  the  law  as  far  back  as  1801,  and  probably 
existed  in  custom  for  fifty  years  before  that.  When  the  town  wa> 
made  responsible,  it  was  dobbtless  considered  a  great  reform. 
But  when  the  State  and  county  went  into  the  road  business,  this 
old  provision  of  law  was  left  standii^.  It  is  another  relic  of  the 
past  and  serves  to  interfere  with  good  government  today. 

The  method  of  handling  the  dc^  tax  is  a  good  illustration  of 
an  old  institution  that  has  been  patched  up  from  time  to  time. 
It  has  been  completely  overhauled  four  times.  First  it  was  as- 
signed to  county  officials ;  then,  to  town  authorities ;  later,  it  wa.^ 
put  under  a  State  department;  and  only  recently,  it  was  turnf'l 
back  to  the  towns  and  counties  under  general  State  supervision. 
And  even  now,  new  plans  are  being  discussed. 

2.—  The  County  Officials 

The  Duke  of  Yorke's  Laws  also  recognized  the  county  as  a  iinii 
of  local  government,  and  carried  over  into  the  colony  the  offici's. 
powers  and  methods  of  appointment  that  existed  in  the  corri'- 
sponding  division  to  be  found  in  England  at  the  time.  Tln' 
county  system  which  developed  during  the  colonial  period  was 
embodied  in  the  first  State  constitution  in  1777  and  has  been  per- 
petuated by  sueeeedinE  instruments  till  the  present  time.  The 
functions  of  certain  offices  have  been  modified,  one  office  has  been 
eliminated,  and  several  have  been  added,  but  the  main  features 
of  county  government  structore  have  not  been  changed  in  th- 
146  years  since  New  York  became  a  State.  County  offices  may 
be  listed  in  the  same  way  as  town  offices  to  show  tho.se  whj<-'i 
have  come  down  from  the  colonial  period. 
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TABLE  NO.  8 
Counts  Offioiali  in  17T7  and  in  1928 
1T77  ISM 

Board  of  raperviflora.  Board  o<  sapeiTlMr*. 

Sfaviff.  Sheriff. 

Coroner.  CoToner  or  medical  exuniner. 

County  judge.  County  judge. 

Snrragate. 

jjxiff>  of  the  ehildren^a  court. 
Jiurtice     of  the  peaM.  (Juetice    of    the   peftoe    now   a   t«WB 

oOeer). 
County  ixeatam.  Count]'  treaaurer. 

Gompb^er  or  andHor. 
Loan  officer.  Loan     officer     abolished;     hinetioiie 

tranaterred  to  etB.te  comptroller. 
Cterk,  board  of  supeiTisora.  Clerk,  board  of  supervlMn^ 

Cfmaty  clerk. 
'  District  attorney. 

GouD^  attorney. 
Superintendent  of  poor. 
Child  welfare  board. 
County  saparlntendeot  of  highways. 

From  these  examples,  it  will  be  seen  that  our  syBlem  of  local 
government  has  many  elements  that  ^  back  to  the  earliest  days, 
and  that  where  changes  have  been  made,  they  are  of  a  patch- 
work character. 

Oonn^  Oovernmeiit  in  Other  States 

The  Committee  has  made  a  brief  study  of  county  gOTemmeut 
throug'hoat  the  TJnited  States.  In  the  light  of  this,  the  New  York 
State  system  of  comity  and  town  govenunent  stands  ont  as  rather 
unusaal.  It  was  surprising  to  us  to  learn  that  very  few  States 
are  following  oar  system  even  in  its  broad  outlines.  In  making 
this  comparison  it  has,  of  course,  been  impossible  to  go  into  detail, 
as  we  have  not  yet  had  opportunity  even  to  examine  all  of  our 
own  comities.  We  have  relied  at  this  point  mainly  on  the  expert 
investigatiou  of  the  oit^anization  of  county  government  by  others.* 
We  have  tried  to  compare  two  characteristics  of  our  New  York 
?\'stem  with  the  ^sterns  in  other  States.     These  are : 

1. —  The  management  of  the  county  by  a  large  elective 
board. 

2. —  The  formation  of  the  county  board  from  elective  town 
officials. 

The  two  maps  of  the  United  States  on  the  followii^  page 
(Chart  No.  2)  show  in  a  general  way  the  facts  which  this  com- 
parison has  brought  out.  On  the  first  point,  the  size  of  the  county 
board,  it  will  be  seen  that  New  York  falls  in  the  group  with  five 
States  with  large  hoards  (Nebraska,  New  Jersey,  Michigan,  Vir- 

a  the  United  States;  Fafrlie, 

_..__.  s  and  Villagea;  Uazey,  Covn^  Admin- 

iitratlmii  Natioiut]  Hnniolpal  I«ague,  Docomeati. 
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ginia  and  Wiacon^).  In  five  other  States,  some  of  the  coimties 
have  lai^  boards  (Arkansas,  Illinoia,  Kentucky,  MisBonri  and 
Tennessee). 

On  the  second  point,  the  constitution  of  the  eonnty  boards 
exclusively  of  town  officials,  New  York  is  to  be  grouped  with  only 
five  States  (Nebraska,  New  Jersey,  Michigan,  Wisconsin,  and 
part  of  niittois).  In  the  majority  of  States  there  is  no  town 
government  whatsoever,  town  functions  being  handled  by  the 
comity  or  by  boroughs,  villages  and  cities.  The  rural  areas  are 
governed  by  the  county  directly.  In  the  New  England  States 
the  county  exists  for  judicial  functions,  almost  all  other  functions 
of  local  government  falling  to  the  towns  in  the  rural  areas. 

From  these  facts  it  appears  that  the  New  York  State  system 
has  not  been  r^arded  as  desirable  in  other  states,  in  so  far  as 
the  size  and  constitution  of  the  county  board  are  concerned. 

Hew  OondltiODs  and  Their  Effect 

Since  the  day  when  the  general  plan  of  local  government  was 
laid  out  in  this  State,  very  large  changes  have  taken  place.  Many 
complex  forces  have  been  at  work.  The  growth  and  movement 
of  population;  wealth;  industry;  new  inventions;  immigration; 
the  opening  up  of  the  West;  the  extension  of  education;  and 
changing  ideas  of  the  function  of  government  have  each  played 
their  part.  In  so  far  as  local  government  is  concerned,  the  most 
important  changes  have  arisen  from  two  sources :  first,  the  growth 
and  movement  of  population ;  and  second,  the  development  of 
means  of  inter-communication. 

1.  —  The  Orowth  and  Movement  of  Popvlafion 

When  our  presmt  scheme  of  town  government  was  set  up  the 
entire  population  of  the  State  was  less  thui  18,000.*  It  has 
now  grown  to  over  10,000,000.  Until  1875  our  population  was 
predominantly  rural.  Today  it  is  predominantly  urban.  The 
movement  of  population  in  this  State  has  been  away  from  the 
farms  and  towards  the  cities.  The  extent  of  this  movement  dur- 
ing the  ten  years  1910  to  1920  is  very  significant.  Chart  No.  3 
shows  on  a  map  of  the  State  the  counties  which  have  increased 
or  decreased  in  population  during  the  decade.  A  careful  study 
of  town  population  shows  that  a  very  great  nwjority  of  the 
smaller  towns  have  lost  in  population.  With  few  exceptions  the 
only  increases  have  been  in  those  towns  which  lie  near  the  great 
cities. 

As  a  result  of  this  movement  of  population  there  are  many 
towns  in  the  State  which  have  become  so  small  that  they  do  not 
need  and  cannot  support  the  relatively  extensive  town  govern- 
ments that  were  established  for  than  many  years  i^.  Towns 
have  been  mentioned  to  the  Committee  in  wMch  every  able-bodied 
man  is  employed  at  one  time  or  another  by  the  town  govermnent. 
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The  shifting  of  population  to  the  zones  sarrounding  the  great 
cities  has  had  a  further  important  effect  npon  the  problem  of 
governmental  organization.  Suburban  areas  ahnost  always  de- 
mand the  same  high  standards  of  governmental  service  which  ia 
furnished  in  the  nearby  city.  If  such  areas  are  willii^  to  meet 
the  expenses  of  having  city  luxuries  in  the  country,  they  are  of 
course  entitled  to  them.  The  diEBculty  arises,  however,  when 
they  endeavor  to  furnish  these  complex  services  by  means  of  the 
venerable  system  of  town  government.  This  is  not  impossible; 
many  towns  are  doing  it  now.  Bat  it  is  an  extremely  bungle- 
some  and  wasteful  way  of  meeting  the  situation, 

2. —  ffetp  Methods  of  Intercommunication 

Changes  in  methods  of  intercommunication  have  been  even  more 
pronounced.  The  most  important  of  these  have  been  the  news- 
paper, the  telephone,  good  roads,  and  the  automobile.  These 
new  methods  of  rapid  intercommunication  have  made  whole 
counties  as  small  today  as  some  towns  were  when  they  were  first 
established. 

In  the  jodgment  of  this  Committee  these  changes  have  had  two 
results  of  great  importance  upon  the  question  of  the  distribution 
of  the  work  of  government  between  towns  and  the  counties  and 
upon  the  organization  of  the  government  in  each  of  these  units. 
These  results  are: 

1.  —  Problems  which  were  originally  purely  town  prob- 
lems have  become  county  problems  and  State  problems.  Years 
ago  the  only  people  concerned  with  local  health  conditions 
were  the  residents  of  the  locality.  The  same  was  true  of  the 
care  of  the  poor,  the  construction  of  roads  and  bridges,  the 
administration  of  local  justice,  methods  of  local  assessment, 
and  even  local  school  standards.  But  the  growth  of  popula- 
tion and  the  forces  we  have  mentioned  have  changed  all  this. 
All  of  these  problems  are  now  common  problems  to  a  greater 
or  lesser  degree. 

2.  —  The  logical  area  for  the  smallest  unit  of  local  self- 
government  in  the  rural  sections  has  been  tremendously  en- 
larged. In  the  days  when  roads  were  few  and  impassable 
daring  a  part  of  the  year,  it  woidd  have  been  impracticable 
to  famish  the  type  of  government  we  now  demand  in  the 
rural  sections  in  areas  as  large  as  were  then  set  up.  The 
sparseness  of  the  population  and  the  simplicity  of  govern- 
ment are  the  only  factors  which  made  the  comparatively  large 
town  and  county  units  possible.  But,  under  present  con- 
ditions, as  a  result  of  the  forces  we  have  mentioned,  the  situ- 
ation is  entirely  changed.  Shifting  population  and  the  de- 
velopment of  intercommunication  make  it  necessary  and  pos- 
dble  to  alter  local  nnits  extraisively. 
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CHAPTER  I  — SUMMARY  OF  FINDINGS  AND 
RECOMMENDATIONS 

Scope  of  Study 

In  presenting  a  brief  outline  of  the  Committee's  findings  and 
recommendations,  we  wish  to  have  it  understood  that  it  has  not 
been  possible,  within  the  limits  of  time  and  resources  available, 
to  make  a  complete  study  of  all  factors  affecting  the  question  of 
local  government  in  the  State  or  to  arrive  at  final  conclusions  and 
recommendations.  The  detailed  field  study  of  conditions  has  been 
confined  primarily  to  six  counties  —  Albany,  Erie,  Franklin, 
Jefferson,  Steuben  and  Sullivan;  to  selected  towns  in  other 
counties,  and  to  certain  matters  in  Eockland,  Ulster,  Greene  and 
Westchester  counties.  It  should  be  noted  that  the  five  New  York 
City  counties  are  not  included  in  this  study  and  that  no  conclu- 
sions or  recommendations  are  made  with  regard  to  them.  No 
field  study  was  undertaken  in  the  cities.  The  material  we  pre- 
sent on  city  government  is  drawn  from  special  reports  prepared 
by  the  cities  for  the  Committee  and  from  the  Committee's  con- 
ferences with  city  officials. 

The  tentative  conclusions  arrived  at  on  the  basis  of  these 
"samples  have  been  examined  in  the  light  of  the  information  fur- 
nished to  the  Committee  at  its  bearings  by  State,  county  and 
local  ofQcials  from  all  sections  of  the  State. 

Snmnuuy  of  Findings 

On  the  whole,  town  and  county  government  in  the  State  of 
New  York  is  not  working  satisfactorily.  The  following  evidences 
of  inefficient  and  unbusinesslike  ot^anization  and  methods  may 
be  cited  as  typical: 

The  laws  which  deal  with  local  government  are  in  an  ex- 
tremely unsatisfactory  state,  and  as  a  result  some  localities 
are  operating  under  laws  which  have  long  since  been  repealed 
or  superseded  and  public  officers  are  collecting  fees  in  excess 
of  those  permitted  by  law. 

Most  counties  and  towns  have  no  budget  systems,  no  ade- 
quate audit  and  no  systematic  purchasing,  with  the  result 
that  local  finances  are  wasteful  and  chaotic. 

There  are  assessment  rolls  which  have  been  copied  from 
year  to  year  for  a  generation  practically  without  change. 

Collectors  of  taxes  have  come  to  the  county  treasurer  with 
handbags  full  of  tax  money  who  did  not  know  how  much  they 
had  collected. 

County  and  town  printing  is  extravagant.  Some  counties 
have  spent  as  high  as  seven  dollars  per  page  for  the  publica- 
tion of  the  super\'jsorH '  proceedings. 

The  storerooms  of  county  court  houses  are  frequently 
jammed  with  useless  undistributed  official  publications  and 
reports. 
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The  merit  system  is  generally  ineffective  in  the  coontiea 
and  there  is  no  up-to-date  system  for  the  selectifm  of  em- 
ployees. 

There  are  no  salary  standards  and  people  doing  the  same 
kind  of  work  are  receiving  vastly  different  compenaation. 
Some  officials  receive  good  salaries  for  nominal  services  and 
others  receive  nominal  compensation  for  real  service. 

Most  counties,  towns  and  villages  are  inadequately  pro- 
tected to  meet  their  liability  as  employers,  while  some  units 
are  securing  their  protection  at  unreasonable  oost. 

County,  town  and  village  payrolls  have  been  used  as  a  pen- 
sion system  for  superannuated  citizens. 

The  work  of  the  towns  and  the  counties  on  the  highways 
is  not  properly  related.  Highways  are  being  ponsded  to 
pieces  and  bridges  strained  by  nnr^ulated  and  over-heavy 
traffic. 

The  justices  of  the  peace  do  not  generally  serve  aa  justices 
of  the  peace.  They  consider  themselves  primarily  as  mem- 
bers of  the  town  board. 

The  town  constables  are  not  meeting  present  crime  condi- 
tions. 

As  a  rule,  lack  of  l^^l  training  and  complete  indepen- 
dence from  control  have  made  the  coroners  a  hindrance 
rather  than  a  help  in  crime  detection. 

The  overhead  cost  in  the  smaller  conn^  tuberculous  san- 
atoria is  disproportionately  large. 

It  costs  over  a  dollar  for  some  towns  to  give  away  a  dollar 
in  outdoor  poor  relief. 

The  cost  per  inmate  in  county  poor  farms  ranges  from  $200 
to  $400  a  year,  and  the  highest  costs  are  not  infrequently  in 
the  institutions  fumishit^  the  least  satisfactory  service. 

These  illustrations  indicate  some  of  the  many  defects  of  town 
and  county  administrative  organization  and  practice,  the  inequit- 
able and  uneconomic  division  of  responabiUty  between  towns  and 
county,  and  the  general  incompetence  of  the  existing  govern- 
mental machinery  to  control  and  spend  public  money  efficiently. 

In  spite  of  the  general  unsatisfactory  condition  of  local  govern- 
ment, we  have  found  that  some  county,  tewn  and  village  govern- 
ments have  made  real  progress.  In  various  localities  there  are 
individual  things  that  are  being  done  remarkably  welL  Many  of 
our  suggestions  for  immediate  reforms  are  based  upon  these  suc- 
cessful experiments.  Among  them  should  be  mentioned  the  bud- 
get in  Erie  county,  central  purchasing  in  Krie  comity,  equaliza- 
tion of  assessments  in  Erie  and  Jefferson  counties,  the  transfer  of 
the  coroner's  functions  to  the  district  attorney  in  Jefferson  county, 
the  preparation  of  jury  lists  in  Rensselaer  county,  the  adminis- 
tration of  the  poor  farm  in  Franklin  county,  the  audit  of  ex- 
penditures in  Erie  county,  the  Monroe  county  plan  for  the  reduc- 
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tion  of  jostices  of  the  peace  and  their  removal  from  the  town 
board,  and  county  highway  administration  in  Erie  count?. 
Among  the  towns,  the  budget  systems  of  the  town  of  Harrison, 
in  Westchester  county,  and  the  town  of  East  Aurora,  in  Erie 
eotinty  deserve  mention.  Doabtlesd  a  more  extensive  examina- 
tion of  local  government  would  have  disclosed  other  notable  ex- 
ceptions. 

The  situation  in  the  cities  is  by  comparison  satisfactory.  The 
Committee  is  comiBced  that  the  cities  as  a  whole  are  on  the  right 
track.  They  are  wide-awake,  and  through  the  State  Conference 
of  Mayors  and  Other  City  Officials,  they  are  organized  to  improve 
themselves.  The  advance  made  by  the  cities  during  the  last  three 
years  along  the  lines  recommended  by  this  Committee  in  1920  are 
particularly  gratifying. 

Bmiunary  of  Beooinmendations 

To  remedy  the  unsatisfactory  conditions  which  are  to  be  found 
in  county  and  town  government  various  ao^estions  have  been 
made  to  the  Committee.  These  suggestions  have  come  from  those 
counties  and  towns  which  have  tried  new  methods,  from  local  offi- 
cials, from  taxpayers,  and  from  the  consideration  of  the  facts  un- 
earthed both  in  this  State  and  in  connection  with  our  study  of 
the  general  scheme  of  local  government  in  other  States.  The  sug- 
gestions are  of  two  types,  those  dealing  with  the  general  system 
of  government,  and  those  affectii^  individual  activities  and  serv- 
ices. The  latter  are  too  numerous  to  be  reviewed  here.  All  of 
the  more  fundamental  sn^estions  have  the  following  points  in 
common : 

.  a  —  The  development  of  a  county  executive  authority,  such 
as  a  supervisor-at-Iarge  elected  by  the  people. 

b  —  The  transfer  to  the  county  of  certain  town  functions. 

In  one  of  the  counties  bordering  on  Pennsylvania  it  was  ui^ied 
ihat  the  best  plan  wa.s  to  abolish  the  board  of  supervisors 
and  create  in  its  place  a  county  commission  of  throe  to  be  the 
county  executive  as  in  Pennsylvania.  Under  this  plan  the  town 
would  be  virtually  abolished  and  its  functions  transferred  to  the 
county,  except  where  a  closely  settled  portion  of  a  town  wished 
lo  become  a  village  or  city.  The  remaining  area  of  the  town  would 
l>e  governed  by  the  county  commission. 

Prom  several  eountie.si,  as  well  as  from  the  charter  commissions 
of  Westchester  and  Na.'isau  counties  has  come  the  second  su^i^s- 
tion  that  there  be  elected  a  supervi so r-at- large  or  county  presi- 
dent to  be  the  county  chief  executive  with  power  to  appoint  other 
administrative  officials.  Under  this  plan  the  board  of  supervisors 
remains  as  it  is,  though  its  executive  functions  are  transferred 
to  the  supervisor-at-larpe.  The  towns  are  not  abolished,  though 
all  of  their  important  functions  are  turned  over  to  the  county 
except  the  supervision  of  improvement  districts.  The  town  clerk 
ifl  made  the  executive  secretary. 
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A  third  plan  follows  the  city  manager  idea.  Under  this  plan, 
the  board  of  soperrisors  would  have  all  exeentive  and  legislatdve 
powers  of  the  county.  It  would  appoint  a  comity  manager  to 
serve  as  lot^  as  he  waa  satisfactory  and  empowered  to  appoint 
all  of  the  other  county  officials  with  the  exception  of  a  comp- 
troller who  is  to  be  either  appointed  by  the  board  or  elected. 
Those  who  have  put  forward  this  plan  have  ui^ed  the  abolition 
of  the  towns  and  the  transfer  of  town  functions  to  the  coonty. 

This  Committee  is  not  yet  prepared  to  outline  any  complete 
plan  of  local  government  for  the  entire  State  of  New  York.  We 
have  examined  local  conditions  enough  to  be  confident  that  a  single 
xystem  of  organization  and  administration  cannot  be  imposed 
upon  the  entire  state.  It  is,  therefore,  the  judgment  of  this  Com- 
mittee that  the  only  satisfactory  method  of  approaching  the  ques- 
tion of  improving  the  system  of  local  government  is  to  classify 
the  counties  into  homogeneous  groups  and  to  draw  np  oLanda- 
tory  or  optional  plans  of  government  for  each  group.  In  pre- 
parii^  such  classes  economic  and  geographical  facts  should  be 
given  as  much  importance  as  population.  We  believe  that  this 
is  the  practical  and  the  sound  method  of  attacking  the  problem 
of  local  government. 

It  is  clear  to  the  Committee  that  the  present  division  of  work 
between  the  county  and  the  towns  is  not  satisfactory  and  that 
we  should  develop  a  centralized  executive  authority  in  the  county, 
in  the  towns,  in  the  villages  and  in  the  improvement  districts. 
But  we  do  not  believe  that  this  is  to  be  worked  out  in  the  same 
manner  for  every  county  or  for  every  town  in  the  State.  In  view 
of  these  conclosious  the  Committee  makes  the  following  general 
recommendations : 

TABLE  NO.  4 
General  Reeommendatioiu 

I.     COUNTT   OOVKBMUBniT 
(1)    OrganiEBticm 

BenuMlca 
The  first  «t«p  in  this  direction  if 
the  abolition  of  independent  com- 
misutHiH  and  boards,  and  the  oent- 
erin);  of  all  coonty  work  in  the 
handis  of  offieiala  appointed  hj  mai 
respoiuible  to  the  county  bowd  ot 
Bupeiriaors.  The  treuurer  and 
the  county  clerk  should  be  mf- 
pointed.  The  clerk  of  the  boArd 
should  become  the  executive  secre- 
taJ7  of  the  board  of  ai^ervieOT^ 
until  a  real  county  executive  ii 
created  by  law. 

Abolish  coToncTs  transferring'  duties      Following  the  Jeflenon  County  plui. 
to  district  attorney.  This  diould  icAilt  in   an  ».nmml 

(Chapter  III).  saving  of   not   less   than   C100.000 

in  the  administration  of  t^e  office. 
It  would  nuJce  possible  flir  gnrnttr 
economies  througb  bettor  bundling 
of  cases  in  the  cowta. 
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>  Retrenchment 


Recommendfttion 
Trailer  prep«T«tion  of  jury  lists  to 


Authorize   eounUea   to  place  aheriffs 
on  salATf  baais  excluaiviely. 
(Chapter  HI). 


Make  the  county  the  unit  for  health 
and  charities  work  and  eatahliBh 
a  county  department  o[  public  wel- 

' (Chapter  IV). 


Bemarks 
Following   Bensselaer    County    plan. 
This  would   result   in  an   annuAl 
saving  of  $250,000. 

The  civil  fees  now  received  hy  sheriffe 
would  become  general  county  rvr- 
enue.  This  plan  should  certainly 
be  followed  in  the  larger  countiea 
and  would  result  in  an  annual  tn- 
creaee  of  revenue  in  such  counties 
of  at  least  »40,000  a  year. 

This  would  make  posaiMe  the  abaiid- 
onment  of  oirpaid  boardi  and  trus- 
tees and  the  eetabliahment  of  a 
busineMlikfl  administratioa  of 
health,  charities  and  welfare  und«r 
the  direction  of  a  full-time  com- 
missioner with  such  awistanta  as 
were  necessary. 

The  duties  of  the  board  should  be 
transferred  to  the  proposed  depart- 
ment of  public  vrelf&re.  Hie  an- 
nual savuig  tiom  thi*  chai^ 
would  be  not  less  than  $100,000. 


ilaks   the   county   the   unit   for   tax 
admin  istnatiotk, 
(Chapter  V). 


Make  the  comity  the  unit  for  htgh- 
ray  admimatration. 
(Chapter  VI). 


Provide    for    central    purchaaing   of 
fonnty  aupplies. 
(Chapter  VII). 


The  first  step  is  to  reduce  the  num- 
ber of  town  assessors  to  one  and 
make  him  an  appointive  t^cial.  It 
will  require  a  constitutional 
amendment  to  establish  the  county 
assessor  system.  This  would  do 
away  with  the  need  of  eqnaliEation 
within  the  county.  CoUectioiM 
should  also  he  eentraliced. 

The  initial  step  in  this  direction  is 
to  make  town  highway  superin- 
tendents appointive  by  the  town 
boards  subject  to  the  approval  of 
the  county  euperintendent.  Hie 
full  centralization  of  highway 
work  in  the  county  would  require 
a  constitutional  amendmHit.  The 
establishment  of  central  control 
over  connly-owned  motor  equip- 
ment alone  would  effect  a  nvlng 
of  not  less  than  $360,000  a  year. 

Following  the  Erie  County  pkn. 
This  would  result  in  an  annual 
economy  of  not  less  than  9400,000. 

This  would  eliminate  a  gcreat  maas  of 
unneoeasary  printing  and  would  be 
the  means  of  securing  better  prices. 
The  annual  economy  is  estimated 

at  9260,000. 

Fees  should  be  increased  to  cover 
costs  of  registration.  This  would 
produce  increased  revenue  of  $300,- 
000  a  year.  , 
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RecommeDdati  on 
Tranafer   elections    work   to    courety 
clerk. 

(Chapter  IX). 


Remarks 

This  plan  U  already  in  operation  in 

five  counties.   Its  adoption  in  otber 

counties  would  result  in  an  aninjal 

economy  of  $160,000. 


(2)  Admin istiation. 


Main  the  budget  system  mandatory 
for  all  countiea. 
(Chapter  VII). 


Make   a  genuine   independent   audit 
mandator  for  all  counties. 
(Chapter  VII). 


The  eccaiomies  that  would  result  from 
the  introduction  of  a  county  bud- 
get system  would  be  very  consid- 
erable. Present  methods  eocoura^ 
waste  and  extravagance. 

AH  expenditures  should  be  audited 
by  an  executive  officer  who  is  not 
personally  ccmcemed  with  the  ex- 
penditures in  question  before  pay- 
ment is  made. 

All  non-political  positions  should  be 
brought  into  the  classified  service. 
The  counties  should  be  furnished 
information  by  means  of  which  to 
standardize  salaries.  Reduce  pro- 
visional appointments  to  a  mini- 
mum. County  residence  should 
generally  be  abandoned  a»  •,  con- 
dition of  appointment.  Theae  steps 
are  in  the  directi(»i  of  better  per- 
sonnel administration  in  the 
county  service. 


II.  Town    GOVEBHMBNT 


(1)  Organization 


Make  the  town  clerk  appointive 
eiwcutive    secretary    of    the 

(Chapter  II). 


This  is  a  step  toward  the  develop- 
ment of  a  town  executive.  Under 
the  general  plan  proposed  the  su- 
pervisor will  become  primarily  a 
ie^slative  officer  representing  the 
town  on  the  county  board. 


Reduce  the  number  of  justices  of  the 

peace,   and    disconnect    them    from 
the  town  board. 
(Chapter  III). 


made  on  the  town  board  would  be 
filled  by  the  election  of  town  trus- 
tees, following  the  Monroe  Conntv 

plan. 

R^Mce  the  number  of  constables  and       By  appointment  better  police  officers 

maie  them  appointive.  can    be   secured   than   by    electjon. 

(Chapter  III).  The  reduction   of  the  number  will 

tend  to  increase  the  compensation 

of  those  remaining. 


Provide  foir  the  consolidation  of  local 
improvement  diatricta. 
(CbaptM-  XI). 


Following  the  Jefl'waon  County  plan. 
This  should  result  in  a  saving  of 
$50,000  a  year. 

This  would  make  possible  many  ecoo- 
omiee  in  the  management  of  •pecial 
districts   and   would   permit   tmni 

planning 
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(2)   AdroinirtratiMi 


RemaikB 


Tax    otdlectioiiB    ■hould    be   contoli- 
d&Ud. 

(Cluipter  V). 


Mtke  thtt  tmdget  syatMn  muidatorj 

(or  all  towna. 

{Chapter  VH). 

A  genuiiM  uidit  of  town  Mcount* 
■honld  1m  provided. 


Ab  long  aa  taxea  are  eolle«it«d  looally, 
all  collections  ahould  be  ciMiaoli- 
dated  in  each  town  and  collected 
bf  a  aingle  collector.  Payment  in 
installmenta  should  be  pemitted. 


HI.  QvnxKAi. 
The  eonatitntion  should  be  amended 
to    permit    the    reorganlzatiim    of 
county  and  town  government. 
(Chapter*  I,  n). 


This  would  permit  the  classification 
of  the  counticA  and  the  preparation 
of  plane  of  TeoiwinizatKHi  to  meet 
the  needs  of  the  eeveial  clasBes 
of  ccwnties. 


Establish  groope  of  counties  for  the 
cooperatiTe  constmctioD  and  main- 
tenance of  tnbercnkwia  sanatoria. 
(Chapter  IV.) 

RcTJM  the  tax  sale  law  and  proced. 
ure. 

(Chapter  V). 


Bcorganiu  the  system  for  the  local 
taxation  t4  state  (oreata. 
(Chapter  V). 

Ihs  true  cMMideration  fnrcdved  in 
land  tiaiMf^  ahotild  be  stated  to 
Um  aweoeor  befwe  registration  of 

(Chapter  V). 


Bridges  should  be  ctmsidered  a  part 


State  aid  funds  for  highways  should 
be  diatTftnted  more  equitably. 
(Gh^iter  VI). 


This  wonld  cut  down  the  cost  per 
patient  and  at  the  same  time  make 
poHdble    the    [H'OviBion    of    better 

This  would  main  the  «ollertion  of 
unpaid  taxes  more  prompt  and  cer- 
tain and  would  anord  better  pro- 
tection both  to  the  stat«  and  to 
the  property  owner. 

The  plain  language  of  the  tax  law 
should  be  rec(^[nized  &nd  equitable 
taxe«  paid  to  the  localities  affected. 

This  will  serve  to  make  aasessmenta 
and  equal iEati<His  fairer  through- 
out the  state.  It  can  he  done  by 
giving  the  consideration  in  a  sealed 
envelope.  The  information  would 
be  held  in  confidence  by  the  aeaes- 
s<H'  as  income  tax  schedules  are  by 
the  state.  This  provision  should 
not  become  effective  until  local  aA- 
seeaore  are  appointive. 

This  would  relieve  the  towns  of  the 
responsibility  for  bridges  on  county 
and  state  highways  and  would  re- 
sult in  the  construction  of  brides 
suited  to  the  requirements  of  the 
highway  systsm. 

Consideration  should  be  given  to  the 
requirements  of  traffic  no  less  than 
to  mileage  in  the  distribution  of 
aid  funds. 
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BecommeDdatlon 
Advance  dote   for   tax   coIlectionB.  This  would  make  t 

(Chapter  VTI).  ings   in  anticipation  of  tax  colkc 

tions  II  n  necessary.  The  ecmmij 
in  coiintiea,  towns,  villageaaadsTH- 
cial  districts  should  enwed  t^.- 
000  a.  year. 

LawB     limiting     debts     of    counties,       It  should  not  be  possible  for  any  dii- 

tonns,    vilb^,    special    districts  trict  or  group  of  dirtrtots  eorwini 

and  school  districts  should  be  ooat-  a  given  area  to  issue  bonds  »gpf 

plately  reviwd.  gating   50%    of   the   value   of  tlw 

(Chapter  Til).  real  estate  of  the  area,  as  is  poc- 

sible  under  present  lam. 

The  state   retirement  system  should  Where  there  is  do  retirement  svBUni. 

be   extended   to   include  town   and  the  tendency  ts  to  keep  indindnik 

village  employees  who  may  desire  in   the   public  service   who  are  no 

to  come  under  the  system.  longer  able  to  do  efficient  work.. 

(Chapter  X), 

Provide   for    reasoni4>le   liability   in-      This    can   be   done   under   the   statt 

Burance   for    all    units   of   govern-  fund  by  estahliahing  special  group! 

mmt.  for  the  various  clasaes  of  giov«ni- 

( Chapter  X).  mental  units  or  public  empkn-ee-. 

The  annual  saving  would  be  ^^).- 

000. 

In  conclusion  the  Committee  wishes  to  call  attention  to  the  fact 
that  the  specific  estimates  of  economies  and  increased  revenues 
contained  in  the  table  above  total  $2,620,000  a  year.*  The  econ- 
omies to  be  eEfeoted  by  those  recommendations  for  which  de- 
finite estimates  cannot  be  made  would  certainly  exceed  the  speci- 
fic economies.  We  wish  also  to  call  attention  to  the  fact  that  ih- 
suggested  economic  can  be  made  without  in  any  way  curtailinfr 
present  servicea. 

In  drawing  up  this  list  of  specific  recommendations,  it  has  been 
'the  purpose  of  the  Committee  to  outline  methods  for  secuririir 
eventually  a  better  distribution  of  work  as  between  the  cour.ty 
and  the  towns;  a  better  system  of  governmental  organization  ':; 
each  unit,  and  the  development  of  modern  business  methods. 

lUade  up  as  follows: 

Abolition  of  the  coroners $100,000 

PrenaratlMi  of  jury  lists  by  county  cl«k 250,000 

AnUioriEe    count?    to    make    sherifTs    civil    fees 

county    revenue    40,000 

Abolish  child  welfare  boards  transferring  duties..  100.000 

Abolish  town  overseers  of  poor 50,000 

Establish  control  over  county  owned   motor  equip- 
ment      S50,000 

Central  purchasing  in  larger  counties 400,000 

Collection   of   taxes   in  advance 260,000 

County    printing     250,000 

Meeting   entire   cost   of    registration    from    clerk's 

fees    800,  OOO 

Transferring  elections   work   to   county   clerk IBO.OOO 

Liability  insurance  for  all  units  under   state 380,000 

Total    *2.«20,000 


CHAPTER  U— ORGANIZATION  OF  COUNTY,  TOWN 
AND  VILLAGE  GOVERNMENT 
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CHAPTERin  —  ORGANIZATION  OF  COIJNTY,  TOWN 
AND  VILLAGE  GOVERNMENT 

Conrtitiitioiial  and  Statatory  Basis 

Connty,  town  and  village  government  is  set  np  in  the  State  of 
\ew  York  partly  by  the  constitution,  partly  by  general  laws, 
partly  by  special  laws  and  partly  by  customs,  some  of  which  are 
contrary  to  express  statutory  provision.  In  tiiis  chapter  we  wish 
to  outline  the  constitutional  and  statutory  basis  of  local  govern- 
ment and  to  bring  together  briefly  certain  of  the  tentative  sug- 
gestions of  the  Committee  with  regard  to  the  rearrangement  of 
county,  town  and  village  goverument.  This  material  is  presented 
in  the  following  sections: 

A — County  Government 

B  —  Town  Govebnment 

C  —  VmLAGB  Govebnment 

D  —  Peincipals  op  Oboanization 

The  suggestions  presented  in  these  four  sections  are  a  partial 
summary  of  the  material  presented  subsequently  in  PAKT  I  of 
this  report. 

A  — COUNTY  OOVXfiNMENT 

Qenersl  Forms 

A  graphic  presentation  of  the  framework  of  county  govern- 
ment appears  in  charts  4  to  9  inclusive,  in  the  following  pages. 
These  represent  the  actual  administrative  machinery  as  it  has  been 
found  to  exist  in  six  selected  counties.  The  charts  serve  to  il- 
lustrate, first  of  all,  the  essential  tmiformity  of  county  govern- 
ment throughout  the  length  and  breadth  of  the  State,  The  con- 
stitutional officers,  sheriff,  district  attorney,  county  judge  and 
surrogate,  county  clerk,  and  board  of  supervisors  are  to  be  found 
in  all  counties.  la  addition  to  these  there  are  certain  statutory 
offices,  county  treasurer,  supervisors'  clerk,  board  of  coroners, 
superintendent  of  the  poor,  the  board  of  child  welfare,  and  the 
commis^oners  of  elections,  which  appear  with  regularity  and 
whose  relation  to  the  other  elements  in  the  administration  with 
one  or  two  exceptions,  are  identical  in  the  counties  studied. 

Finally,  attention  is  directed  to  those  statutory  county  offices 
which  are  not  mandatory,  but  which  may  be  established  by  re- 
solution of  the  board  of  supervisors.  Of  these,  the  county  sup- 
erintendent of  highways  and  the  county  physician  are  apparently 
universal,  while  the  ofBees  of  county  attorney,  sealer  of  weights 
and  measures,  probation  officers,  and  in  the  larger  counties,  the 
eommiasioners  of  jurors,  occur  with  sufficient  frequency  to  de- 
serve special  mention. 
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With  the  exception  of  subordinate  clerks,  assistants,  deputies 
and  minor  employees,  who  are  distributed  among  the  offices  above 
mentioned,  this  list,  therefore,  virtoally  defines  the  scope  of  coiinty 
govemment  as  represented  by  its  administrstive  agencies. 

The  Committee  has  given  no  extended  consideration  to  the 
children's  courts  created  by  Chapter  547,  Laws  of  1922,  for  the 
reason  that  these  were  not  established  until  December  1st,  1922. 

Large  Nnmber  of  Eleottve  Offloart 

Probably  the  most  strikii^  feature  of  eotmty  government,  as 
revealed  by  the  oi^anization  charts,  is  the  large  number  of  ^ec- 
tive  officers,  comprising  not  alone  those  of  a  constitutional  char- 
acter, but  also  the  county  treasurer,  coroners,  and  quite  commonly 
the  superintendent  of  the  poor.  Where  the  offices  of  special 
county  judge,  special  surrogate,  and  county  comptroller  exist, 
these  are  elective  also. 

The  mere  existence  of  seven  or  more  officers  who  are  elected 
at  large  naturally  results  in  a  diffusion  of  responsibility  which  is 
reflected  in  administrative  processes. 

Absence  of  ExeentiTe 

A  further  fact  emphasized  by  the  charts  is  the  complete  lack  of 
a  county  executive  authority.  Executive  power  is  divided  amoi^ 
a  large  numbCT  of  independent  elected  officials.  A  considerable 
part  of  the  executive  authority  is  placed  with  the  board  of 
supervisors,  which  is,  at  the  same  time,  the  representative  legisla- 
tive body  of  the  county.  The  county  government  is  not  unlike 
a  State  government  without  a  Governor  and  in  which  a  consider- 
able number  of  the  State  departments  are  managed  by  committees 
•of  the  Legislature. 

The  Board  of  Baperrison 

The  county  board  of  supervisors  is  a  hybrid  executive  and  I^fis- 
lative  body.  In  most  cases  in  this  state  it  has  a  member^p 
varying  from  twenty  to  fifty,  though  in  Rockland  county  there  are 
but  five  supervisors  and  two  other  counties  have  six.  The  mem- 
bers are  chosen  to  represent  the  various  towns  and  the  wards  of 
cities,  rather  than  the  needs  and  interests  of  the  county  as  a  whole. 
The  board  meets  infrequently,  in  some  instances  but  once  a  year, 
and  therefore  acts  through  committees  to  a  very  large  extent 
These  committees  generally  exercise  ad  interim  executive  and 
supervisory  functions,  but  the  actual  and  ultimate  executive,  as 
represented  by  the  power  to  appoint  the  majority  of  appointive 
county  officers,  is  vested  directly  in  the  board  of  supervisors. 

But  it  cannot  be  concluded  from  this  that  a  county  executive 
can  be  created  by  the  collection  of  the  lesser  fragments  of  the 
executive  power  and  their  concentration  in  the  hands  of  the  board 
of  ^pervisora  alone.  The  board,  as  it  now  operates  and  from 
the  very  nature  of  its  constitution,  is  not  adaptable  to  such  work. 
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It  is  aet  np  primarily  as  a  legislative  body  compiisiiig  the  elected 
representatiTes  of  towns  and  wards.  No  member  is  selected  by, 
or  responsible  to,  the  coanty  at  lai^.  Furthermore,  the  board  is 
80  QTimeroas  in  most  eases  as  to  1^  disqualified  from  exercising 
executive  fimctions.  The  alternatives  are  thus  fairly  presented, 
either  of  electing  a  SQpervisor-at-large  who  shall  be  the  chief 
executive  oEScer  of  the  county,  as  is  proposed  by  the  county 
government  commissions  now  at  work  in  Westchester  and  Nassau, 
or  of  vesting  in  the  board  the  power  to  appoint  a  county  manager 
along  lines  well-established  in  eity  government. 

Considerable  sentiment  in  favor  of  a  smaller  board  of  super- 
Tisors  was  expressed  by  county  ofQcials,  at  the  hearings  before  the 
Committee. 

County  Offldala  Favor  Smallar  Board 

At  the  hearings  held  by  the  Committee,  the  following  opinions 


ilr.  W.  J.  Doty,  County  Treasurer,  Chautauqua: 

"We  have  a  board  of  supervisors  consisting  of  thirty-five. 
The  work,  a  good  deal  of  it,  is  done  by  three  or  four, 
naturally.  The  board  has  grown.  It  is  becoming  a  little 
unwieldy.  I  think  the  same  result  might  be  better  obtained 
by  fewer  men." 

Testimony  to  the  same  effect  was  given  by  Mr.  Richard  S.  Per- 
sons, Chairman,  board  of  supervisors,  Erie  county: 

"The  board  of  supervisors  is  so  large  (54  members)  and 
with  the  compensation  that  each  man  receives  here,  he  is 
onable  to  give  more  than  a  small  portion  of  his  time  to  the 
duties  to  be  performed,  with  the  result  that  the  work  must 
be  divided  up.  There  will  be  a  small  group  especially 
interested  in  looking  after  one  department,  and  another  group 
in  another  department,  with  the  result  that  the  board  of 
supervisors  are  of  necessity  compelled  to  take  the  opinion 
of  a  small  group  interested  in  a  particular  department.  It 
is  impossible  to  have  a  man  in  business  give  up  bis  business 
and  be  purely  a  supervisor,  and  the  county  is  so  large,  that 
it  a  man  masters  the  situation  and  is  familiar  with  it,  he 
muat,  of  necessity,  give  a  larger  portion  of  his  time  than  is 
best  for  him  to  do,  or  possible  for  him  to  do,  or  is  contem- 
plated under  the  law." 

Similarly,  a  minority  member  of  the  same  board  testified: 

"I  think  that  a  smaller  board  would  be  preferable  —  say, 
fifteen  members,  or  even  a  smaller  number.  The  reason  I 
say  fifteen  is,  that  there  are  fifty-four  on  the  board,  and  I 
dont  think  that  seven  have  got  on  their  feet  in  a  year. 
They  get  mileage  and  fees,  and  it. costs  thousands  of  dollars 
every  year  (|43,200  in  1921).  If  you  reduce  the  number, 
it  would  be  a  very  substantial  saving." 
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Mr.  D.  D.  Norton,  Supervisor,  Madison  comity,  expressed  thf 
same  view: 

"The  board  of  supervisors  in  Madison  county,  contains 
nineteen  members.  I  consider  this  number  altogether  too 
large,  and  would  reduce  it  to  five  —  to  a  small  board  ^hich 
could  be  a  real  deliberative  body." 

The  board  of  tjupervisors  is  a  constitutional  body.  Ordinarily 
this  would  not  prevent  the  Legislature  from  reducing  the  nomber 
of  its  members.  But  owing  to  the  fact,  that  the  supervisors  an' 
town  officers,  there  would  seem  to  be  at  least  the  shadow  of  u 
doubt  whether  the  Legislature  alone  could  enlarge  the  area  of 
representation. 

Considering  the  question  on  itJi  merits,  however,  and  aside  from 
the  possible  necessity  of  constitutional  revision,  the  committee  i- 
of  the  opinion 

1.  That  the  present  system  results  in  great  inequalities  of 
representation. 

2.  That  a  smaller  board  would  entail  a  direct  financial 
saving  in  salaries,  per  diems,  and  mileage  of  members. 

3.  That  a  board  of  thirty  or  forty  members  cannot  in  thi.- 
nature  of  things  be  an  executive  body. 

4.  That  in  many  instances  the  supervisors  individually  arf 
too  closely  associated  with  the  administration  of  town  idTair- 
to  view  county  problems  in  their  entirety. 

Othflr  ExecntiTe  Functions 

The  executive  functions  of  the  county  which  are  not  entrasted 
to  the  board  of  supervisors  or  to  their  direct  appointees  are 
scattered  among  a  large  number  of  elected  officials.  The  mon> 
important  suggestions  of  the  committee  with  regard  to  the  rear- 
rangement of  this  part  of  the  county  governmental  machine  are 
included  in  subsequent  chapters  of  this  report.  At  this  point  only 
the  outstanding  suggestions  are  brought  together. 

The  sheriff  and  the  district  attorney  should  remain  elective 
as  long  as  they  are  county  officers.  If  they  should  return  to 
their  original  status  as  State  officers,  they  should  becom<' 
appointive  by  the  State. 

The  county  judge  and  surrogate  should  remain  elective. 
The  county  clerh  should  be  appointed  by  the  county  execu- 
tive authority. 

The  coroners  should  be  abolished  and  their  functions  trans- 
ferred to  the  district  attorney. 

The  treasurer  should  be  appointed  by  the  county  exeeativf 
authority. 

The  commissioners  of  elections  should  be  abolished  and 
their  duties  transferred  to  the  county  clerk. 

The  ehUd  welfare  board  ahonid  be  discontinued  and  its 
functions  transferred  to  the  new  county  welfare  department. 
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The  superintendent  of  the  poor  should  be  brought  into  the 
connty  welfare  department  eIbo. 

Appointive  boards  of  managers  and  trustees  for  various 
comity  iDStitutions  should  be  abolished  or  made  strictly  ad- 
visory and  their  functions  transferred  to  the  county  welfare 
department. 

The  clerk  of  the  board  should  remain  an  appointee  of  the 
board.  All  other  appointive  officials,  except  those  connected 
with  the  offices  of  the  elective  officials,  should  be  appointed  by 
the  county  executive. 

Connty  Home  Bole 

The  relation  of  county  home  rule  to  the  question  of  organization 
requires  some  attention.  It  has  been  our  observation  that  the 
counties  as  a  whole  are  not  sufficiently  self-conscious  to  exercise 
the  same  degree  of  home  rule  which  should  be  devolved  upon  the 
cities. 

In  its  inception  the  county  existed  merely  as  a  convenient 
agency  for  the  local  administration  of  state  functions.  While  a 
few  counties,  notably  Westchester  and  Nassau,  have  since  acquired 
a  different  status,  in  the  great  majority  of  cases  the  bulk  of  county 
administration  is  concerned  with  justice,  records,  health  and  rural 
highways.  In  accord  with  this,  counties  have  for  the  most  part 
heea  dealt  with  as  a  single  group  by  means  of  general  laws  of  uni- 
versal application.  But  because  of  wide  variations  in  population 
iind  other  fundamental  local  conditions,  parts  of  the  county  law 
have  been  made  permissive  and  not  mandatory  in  their  form. 
Furthermore,  the  couaty  law  is  shot  through  and  through  with 
special  acts  relating  to  the  internal  affairs  of  particular  counties. 
It  is  not  contended  that  such  special  legislatiou  was  passed 
without  consideration  for  what  at  the  moment  was  deemed  to  be 
the  best  interests  of  the  county  affected.  In  fact  the  results  of 
L-areful  inquiry  in  the  counties  visited  would  lead  to  the  conclusion 
that  special  laws  have  been  enacted  for  the  most  part  at  the  di- 
rect solicitation  of  the  local  authorities. 

Many  difficulties  arise  from  the  practice  however.  In  the  first 
l>lace,  special  legislation,  since  it  does  not  appear  in  the  eonsoli- 
iJated  laws,  is  soon  lost  sight  of  by  the  legislature  and  continues 
in  effect  for  years  after  the  purpose  for  which  it  was  enacted  has 
i-eased  to  exist;  or,  if  the  special  act  deals  with  procedure,  it  may 
continue  in  full  local  force  and  effect  after  other  counties  have 
Wn  directed  to  conform  to  more  modern  standards.  Many  of  the 
anachronisms,  a  part  of  the  loose  organization  and  most  of  the 
statutory  confusion  found  in  county  government,  arc  traceable  to 
this  overlapping  and  conflicting  general  and  special  legislation. 

On  the  other  hand,  the  counties  of  the  state  are  not  exclusively 
state  agencies  and  cannot  be  effectively  organized  and  administered 
QDder  a  body  of  laws  of  universal  application. 

In  the  counties  which  were  studied  at  first  hand,  the  opinion 
of  public  officers  (especially  in  the  two  largest  counties  — Erie  and 
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Albany)  leaned  very  decidedly  towards  a  classification  of  connties 
and  the  enactment  of  legislation  relating  to  each  class.  West- 
chester and  Nassau  have  already  been  thus  segregated.  Similarly, 
coimties  sueh  as  Erie,  Albany,  Onondaga  and  Monroe,  which,  con- 
tain cities  of  predominant  influence  in  the  counties  could  also  be 
grouped  together.  Finally,  those  counties  in  which  the  urban  fac- 
tor does  not  play  so  large  a  part  could  be  divided  into  classes  ac- 
cording to  population.  In  short,  a  classification  of  all  the  coos- 
ties  in  the  state  (excluding  those  in  New  York  City,  of  course) 
into  four  or  five  general  groups  could  very  readily  be  made  wluch 
would  recognize  fundamental  cleavage  lines  as  a  basis  for  general 
mandatory  legislation.  The  principle  of  classification  has  for 
many  years  been  applied  to  the  counties  by  the  legislature,  bat  not 
with  any  plan  or  consistency,  there  being  almost  as  many  classes 
as  there  are  statutes  relating  to  counties. 

The  question  which  then  arises  is  —  what  should  be  the  scope 
of  such  mandatory  legislation  t  It  is  felt  that  the  imposition  of  a 
fixed  general  organization  and  method  of  procedure  upon  the 
several  counties,  by  classes  for  example,  involves  no  violation 
of  home  rule  principles  so  long  as  the  hands  of  the  local  authorities 
are  left  free  in  the  determination  of  all  local  t>olicie8  and  in  other 
matters  of  organization  and  procedure.  About  the  only  oppor- 
tunity for  difference  upon  this  point  hinges  upon  the  matter  of 
salaries.  Here  a  fairly  clear  line  of  distinction  can  be  drawn 
between  those  offices  which  exist  primarily  for  the  administratjon 
of  matters  of  state  concern,  and  those  which  may  be  termed  local 
As  to  the  first  of  these  —  the  district  attorneys,  sarrogates  and 
county  judges  —  there  can  be  no  doubt  of  the  propriety  of  legis- 
lative determination.  The  compensation  of  all  others  should  be 
fixed  by  the  board  of  supervisors  in  accord  with  the  general  prin- 
ciple ^ready  enunciated  in  section  twelve  of  the  county  law,  and 
with  the  usual  restrictions  and  safeguards  relating  to  changes  in 
the  rate  of  compensation  during  the  term  of  otSce  of  the  incum- 
bent. 

Need  for  Oonititational  Amendment 

The  constitution  stands  in  the  way  of  any  real  reform  of  county 
and  town  government  in  this  State.  As  it  now  stands,  it  would 
not  permit  the  classification  of  counties  and  the  establishment  of 
various  types  of  governmental  organization  to  fit  those  classes  in 
accordance  with  the  suggestions  outlined  by  the  Committee  above. 
It  is  now  over  two  hundred  years  since  some  of  the  constitutional 
provisions  dealing  with  local  government  were  adopted.  In  that 
time  the  State  has  outgrown  some  of  these  provisions. 

The  Committee  therefore  reconunends  the  passage  of  a  consti- 
tutional amendment  which  will  vest  in  the  Legislature  complete 
power  to  reorganize  county  and  town  government  —  along  the 
lines  of  the  Westchester-Nassau  amendment. 
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B  — TOWN  OOVEBNHEMT 

Town  government,  by  comparison  with  that  of  the  connty,  is 
a  relatively  simple  matter.  Not  only  is  it  less  extensive  in  the 
chRracter  of  its  functions,  but  the  administrative  machinery  also 
is  less  involved  and  complicated.  Chart  10,  representing  a  typical 
lown  government  appears  herewith. 

The  general  legislative  and  governing  body  is  the  town  board, 
which  iB  composed  of  the  supervisor,  elected  for  two  years,  a  town 
clerk,  elected  for  two  years,  and  several  justices  of  the  peace 
(osnally  four),  elected  for  four -year  terms.  The  justices  of  the 
peace  are  constitutional  officers;  the  supervisor  is  also  a  consti- 
tntional  officer  in  certain  respects. 

In  addition  to  these,  there  are  one  or  two  overseers  of  the  poor, 
one  collector,  not  more  than  five  constables,  and  one  superin- 
tendent of  highways,  all  elected  for  two-year  terms.  Assessors, 
three  in  nimiber,  are  elected  for  two  or  four  years  by  a  system 
devised  to  secure  overlapping  terms.  In  a  few  towns  three 
anditors  and,  in  some  instances,  a  ponnd  keeper  are  also  elected. 

The  health  ofScer  is  the  only  official  of  major  importance  who  is 
appointed^  by  the  town  board.  His  term  is  four  years.  Under 
section  41  of  the  Highway  Law,  the  town  superintendent  of  high* 
ways  may  also  be  appointed  by  the  town  board,  but  the  necessary 
local  action  has  been  taken  in  comparatively  few  instances. 

It  will  he  observed  from  the  foregoing  statement  that  town  gov- 
ermnent  in  its  most  usual  form  is  very  loosely  organized,  due  to 
the  large  nnmber  of  elective  officers.  And  while  the  people  of  the 
niral  towns  are  in  some  cases  closely  attached  to  the  practice  of 
electing  the  great  majority  of  their  town  officers,  not  a  few  towns- 
meii  and  town  officers  have  stated  to  the  Committee  that  officers 
Kqoiring  technical  qualifications,  as  for  example,  the  town  super- 
intendenta  of  highways  and  the  assessors,  shoiild  he  appointed. 

Belation  of  SpMdal  DlitricU 

The  relation  of  town  government  to  the  many  special  adminis- 
trative distriots  is  important.  For  this  reason  the  Committee  has 
devoted  chapter  XI  to  town  administrative  districts. 

Sn^HtioiLi 

The  Committee  has  as  yet  reached  no  conclusions  as  to  the 
proper  disposition  of  the  town  government.  Certain  facts  are, 
liowever,  clear.  Town  tax  functions  and  health  functions  should 
be  carried  to  the  county.  Town  highways  and  bridges  should 
be  administered  under  strict  connty  control.  Improvement  func- 
tions should  be  transferred  to  a  single  district.  The  functions  of 
the  justices  of  the  peace  and  the  constables  may  be  transferred  to 
the  connty.  The  more  densely  populated  sections  of  the  towns 
should  be  incorporated.  The  passage  of  the  constitutional  amend- 
ment recommended  above  would  make  possible  any  changes  which 
Slight  be  necessary  in  town  organization. 
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0  — VZLLAGE  OOVEBNUENT 

Village  government  in  this  State  rests  exclusively  upon  a  statu- 
tory basis.  The  Village  Law  prescribes  the  complete  machinery 
of  administration,  subject  to  numerous  variations  and  alternatives 
vhich  may  be  adopted  by  local  action.  This  is  especially  true  of 
pobUc  works  which  may  be  administered  by  the  village  board,  by 
a  superintendent  of  public  works,  by  a  considerable  number  of 
special  boards,  or  by  a  combination  of  these.  A  few  villages  have 
special  charters. 

Chart  11  herewith  presents  a  composite  of  the  different  adminis- 
trative devices  which  may  be  employed  under  the  Village  Law.  It 
will  be  observed  that  the  only  mandatory  ofSees  are  those  consti- 
tntii^  the  membership  of  the  village  board,  the  street  commis- 
sioner, clerk  and  treasurer.  All  other  administrative  functions 
are  lodged  in  the  board  itself,  but  may  be  parcelled  out  to  the 
various  agencies  indicated  on  the  chart. 

Two  features  of  the  form  of  organization  deserve  special  atten- 
tion. The  first  relates  to  the  four  administrative  officers  shown  as 
being  elective  —  the  treasurer,  collector,  police  justice  and 
assessors.  Of  these,  only  the  collector  and  police  justice  are  neces- 
sarily elective  under  the  Village  Law,  In  actual  practice,  all  four 
of  these  are  usually  elective  officers,  and  in  addition,  but  somewhat 
less  frequently,  the  clerk  and  street  commissioner  also. 

A  second  outstanding  feature  of  village  organization  is  the  lack 
of  a  chief  executive  officer,  the  village  president  at  the  present  time 
being  to  a  large  extent  merely  a  titular  head  and  moderator  at 
meetings  of  the  board. 

Stated  in  its  briefest  form,  it  would  seem  as  though  sound  and 
widely  recognized  principles  of  governmental  organization  would 
justify  the  Legislature  in  revising  the  Village  Law,  so  as  to  pro- 
vide, first,  for  the  appointment  of  all  administrative  officers,  and 
second,  for  vesting  the  power  of  appointment  in  a  chief  executive 
officer,  for  example,  the  village  president,  with  the  exception  of 
clerk,  deputy  clerk,  and  village  attorney,  whose  appointment  might 
with  propriety  remain  in  the  hands  of  the  council.  Provision  for 
a  village  manager  might  be  made  optional  with  the  village.  If 
town  governments  should  be  done  away  with,  the  Village  Law 
should  be  amended  to  make  room  for  the  new  villages  which  would 
eome  into  existence. 

These  reconmiendations  are  made  with  particular  reference  tO' 
the  larger  villages,  especially  those  of  the  first  class,  eontainingr 
a  popalatioD  of  five  thousand  or  more,  of  which  there  are  upwards 
of  thirty.  These  are  to  all  intents  and  purposes  small  cities  — 
antl  OH  such;  should  be  provided  by  the  State  with  a  modern  frame- 
work of  government  suited  to  the  administration  of  municipal 
functions. 
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D  — SOKE  PBXN0IPI.S8  OF  OBOANIZATXON 

In  considering  tlie  reorganization  of  local  government  to  meet 
present  conditions,  the  Committee  has  been  guided,  first,  by  the 
facts  which  our  study  has  disclosed,  second,  by  the  many  valuable 
sn^gestions  which  have  been  offered  by  experienced  county  offi- 
cials, and  third,  by  a  more  or  less  definite  set  of  ideas  on  gov- 
ernmental organization  which  we  have  worked  out  during  the 
past  three  years  in  connection  with  our  studies  of  metho(£i  for 
secaring  more  efficient  and  economical  local  govenuaent.  The 
more  general  of  these  principles  may  be  stated  tentatively  as 
follows : 

1.  A  government  which  has  execntive  functions  to  dischai^ 
most  have  a  single  responsible  executive  authority  in  order 
to  secure  efficiency  in  administration.  Since  this  is  a  repre- 
sentative government,  this  executive  must  be  adequately  con- 
trolled either  through  direct  election  or  through  appointment 
by  elective  authorities. 

2.  A  diorter  ballot  is  essential  both  from  the  standpoint  of 
the  executive  organization  and  from  the  standpoint  of  the 
voter. 

3.  Popular  elections  should  only  be  used  first  for  selecting 
those  officials  who  are  responsible  for  determining  major 
policies,  as  in  the  enactment  of  law  and  ordinances  and  in 
fixing  budgets,  and  tax  rates,  and  second,  for  choosing  the 
chief  executive. 

4.  Executive  officials  whose  main  duties  are  of  a  specialized 
or  technical  character  should  be  appointive,  and  should 
serve  without  fixed  terms  during  good  behavior.  They  cannot 
be  selected  satisfactorily  by  election. 

5.  Government  should  be  organized  so  as  to  encourage  the 
same  kind  of  ability  and  loyalty  in  the  public  service  as  is 
expected  in  private  business. 

6.  Boards  and  commissions  are  fundamentally  unsuited  to 
the  management  of  executive  departments,  even  when  they 
operate  through  an  executive  secretary.  Boards  are  of  value 
in  administrative  work  only  in  an  advisory  capacity.    . 

7.  Unpaid  and  part  time  service  is  unsatisfactory  and  ex- 
pensive in  executive  management. 

In  approaching  the  question  of  the  proper  division  of  the 
various  functions  of  government,  especially  as  between  the  State, 
the  county  and  the  town,  it  has  been  our  purpose  to  bring  the 
government  close  to  the  people  by  decentralization  so  far  as  is 
possible  without  substantially  sacrificing  efficiency  and  the  legiti- 
mate interests  of  the  various  areas.  In  accordance  with  this 
policy  we  have  recommended  the  transfer  of  some  functions  front 
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the  towns  to  the  county,  but  we  have  also  su^ested  the  deoentnli- 
zation  of  certain  functions  from  the  State  to  the  county  and  to 
the  villages  and  cities.  There  are  fields  in  which  the  centralizatiui 
of  work  in  the  State  goTemment  has  already  apparently  gnu- 
too  far. 

In  this  report,  the  Committee  has  not  endeavored  to  apply  lU 
of  these  principles  to  the  last  detail.  Host  of  our  suggestions 
have  been  drawn  so  as  to  avoid  the  need  of  constitutional  changes: 
and  many  recommendations  represent  compromises  and  half-wav 
measures.  The  Cmnmittee  ivishes  it  io  be  dearly  understood  thct 
it  would  not  urge  an  immediate  and  complete  revoluiion  m  tlu 
organization,  of  local  government.  Wkat  is  needed  it  a  gradual 
evolution.  We  have  ventured  to  slate  these  tentative  principles 
here  because  in  the  gradual  improvement  of  gooemtnent  it  iV 
desirable  to  have  the  goal  in  view. 
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CHAPTER  III  — JUSTICE 

In  the  administration  of  justice  the  county  and  town  hold  an 
important  place.  The  heavy  judicial  machinery  ^hich  is  main- 
tained in  each  o£  these  units  strikingly  iUuHtratea  this.  There  are 
not  only  the  courts,  as  represented  by  the  county  judge,  surrogate, 
juvenile  court  judge  and  justice  of  the  peace,  but  also  the  sheriffs, 
district  attorneys,  coroners,  commissioners  of  jurors,  and  town 
constables. 

The  Committee  recognized  the  fact  that  the  broader  aspects  of 
judicial  administration  and  jurisdiction  lay  outside  the  sphere  of 
its  inquiry.  The  courts,  as  such,  have  therefore  been  excluded 
from  the  scope  of  this  inquiry  except  for  certain  phases  of  the 
justice  courts.  It  has  aeemed  advisable,  nevertheless,  to  present 
certain  facta  which  have  come  to  the  attention  of  the  Committee 
although  they  involve  the  administration  of  justice.  For  con- 
venience these  are  gronped  as  follows: 

A  —  The  Coboneb. 

B  —  Exemption  and  Exahination  of  Jtjbobs. 

C  —  Sheufp's  Fees. 

D  —  Justices  op  the  Peace. 

E  —  TovTN  Constables. 

It  may,  perhaps,  not  be  out  of  place  for  this  Committee  to  state 
that  the  evidence  which  came  before  it  with  regard  to  the  local 
administration  of  justice  indicates  the  need  of  an  extensive 
osamination  of  this  subject. 

A  — THE  OOBONEB 

Coroner  Practice  in  Several  OonntieB 

The  administration  of  the  ofBce  of  coroner  shows  considerable 
variation  of  type  in  the  several  counties  studied.  In  Albany  county 
there  are  four  coroners  elected  as  provided  by  law  for  terms  of 
three  years  each.  Kach  coroner  receives  a  salary  of  $1,800  a  year. 
There  are  also  four  coroners'  physicians  elected  annually  by  the 
board  of  supervisors.  The  fees  of  the  coroners'  physicians,  namely, 
$20  for  each  autopsy  and  $5  for  each  examination  of  a  foody,  are 
fixed  by  resolution  of  the  board  of  supervisors.  In  addition,  there 
is  a  coroner's  clerk  who  is  appointed  by  the  board  of  supervisors 
and  who  receives  a  salain'  of  $860  a  year.  The  total  cost  of  the 
administration  of  this  office  in  1921  was  $12,016.14. 

In  Erie  county  there  is  still  another  plan  in  operation.  The 
county  physician  at  $3,500  who  is  an  officer  of  the  county  depart- 
ment of  charities  and  corrections  and  responsible  generally  for  the 
medical  work  of  the  Department  is,  by  virtue  of  chapter  293  of  the 
Laws  of  1913  creating  such  department,  nominally  responsible  for 
[»] 
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tlie  work  of  two  appointive  medical  examiners  who  perform  all 
the  duties  of  coroners  in  the  investigation  of  Bospicious  deaths. 
The  medical  examiners  receive  salaries  of  $3,250  each.  The  total 
cost  of  the  administration  of  the  coroner 's  f  ancptions  in  this  coim^ 
in  1921  was  $20,937.93.  Alban;^  county  and  Erie  county  being  the 
two  largest  counties  included  iu  the  study,  a  comparison  of  the 
cost  per  case  for  service  under  the  old  coroner's  plan  in  Albany 
county  and  the  medical  examiner 's  plan  in  Erie  county  is  of  some 
interest.  In  Erie  county  724  cases  were  referred  to  the  medical 
examiners  in  1920-21  at  an  average  cost  of  $28.91  per  eaae.  In 
Albany  county  the  coroners  were  responsible  for  264  cases  in 
1920-21  at  an  average  cost  of  $45.51. 

In  Steuben  county  there  are  four  elected  coroners  —  all  of 
whom  are  physicians.  Each  receives  a  salary  of  $400  a  year.  All 
autopsies  and  other  examinations  are  proformed  by  the  coroners 
themselves  and  the  cost  of  administration  of  the  coroner's  office 
is  therefore  low.  Accordii^  to  the  treasurer's  report  for  the  fiscal 
year  1920^21,  the  expenditures  for  the  coroner's  ofiSce  were  only 
$1,640  including  the  salaries  of  the  coroners. 

In  Franklin  county  the  coroners  are  elected  and  all  are  phy- 
sicians. They  are  compensated  on  the  legal  fee  basis.  When  nec- 
essary, coroners'  physicians  appointed  by  the  coroners  themselves, 
may  be  called  in  for  autopsy  and  investigation.  Twenty-five  dol- 
lars is  the  usual  fee  for  autopsy  and  $5  for  mere  examination. 
According  to  the  report  of  the  treasurer  of  Franklin  comity, 
coroners  and  coroners  physicians'  fees  amounted  to  $414.40,  and 
expenses  to  $335.92,  a  total  of  $750.32  for  the  fiscal  year  1920-21. 

In  Sullivan  county  there  are  four  elective  physician-coroners 
also  paid  on  the  legal  fee  basis.  As  in  Franklin  county,  coroners' 
physicians  are  appointed  by  the  coroners  themselves  to  assist  the 
coroners  when  necessary  and  they  are  also  paid  on  the  fee  basis. 
Inasmuch  as  the  report  of  the  board  of  supervisors  of  Suliivan 
county  shows  expenditures  for  coroners  and  coroners'  physicians 
lumped  under  the  general  head  of  "justices,  constables  and 
coroners  accounts,"  it  is  somewhat  difficult  to  make  an  accurate 
distribution  of  the  items  of  expenditure.  Our  analysis  shows,  how- 
ever, that  claims  of  coroners  and  coroners'  physicians  in  Sullivan 
county  amoonted  to  only  $306.20  in  the  fiscal  year  1920-21. 

Jtffenon  Oonnty  Plan  * 

As  a  contrast  to  the  situation  in  the  other  counties  particularly 
studied,  that  in  Jefferson  county  is  of  especial  interest.  By  virtue 
of  chapter  110  of  the  laws  of  1916  the  office  of  coroner  was  abolished 
in  Je^rson  county,  and  the  powers  and  duties  of  the  coroners 
vested  in  the  district  attorney  without  additional  compensation  for 
his  services.  This  plati,  which  will  be  later  discussed  in  more 
detail,  has  resulted  in  increased  efficiency  of  the  administration  of 
the  functions  formerly  exercised  by  coroners  in  Je'fFerson  comity 
and  in  a  much  lower  cost ;  no  additional  employees  are  required  by 
the  district  attorney  and  the  only  extra  cost  entailed  is  that  of  the 
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expenBes  of  this  ofBcer  in  making  hia  investi^tions.  He  employs 
local  physicians  when  and  where  he  needs  them,  $25  being  allowed 
for  an  antop^  and  $5  for  an  ordinary  examination,  extra  com- 
pensation being  allowed  in  certain  cases  as  conditions  may  warrant. 
In  1921,  a  total  of  $631.30  was  allowed  physicians  and  others  for 
their  work  in  disposal  of  coroners'  cases. 

Defects  of  Coroner  SyBtem 

In  those  counties  where  the  quantity  of  work  reqaired  in  per- 
formance of  the  coroners'  functions  is  small  as  in  rural  counties, 
the  cost  of  administration  of  the  coroner  functions  is  negligible. 
Probably  no  mor*  economical  plan,  provided  coroners  are  con- 
tinaed,  could  be  suggested  for  the  smallest  counties  than  that  in 
effect  in  Franklin  and  Sullivan  counties,  namely,  the  payment  of 
coroners  and  coroners'  physicians  by  fees.  However,  the  import- 
ance of  the  work  of  the  coroners  in  the  administration  of  justice 
certainly  warrants  the  adoption  of  a  procedure  which  will  put  re- 
sponsibility for  d^ermination  of  legal  evidence  as  to  the  cause  of 
death  in  the  hands  of  an  ofBcer  competent  to  judge  the  value  of 
eridence  and  determine  bow  it  should  be  used  in  the  interest  of 
justice. 

The  coroners*  system  has  been  the  target  of  criticism  throughout 
the  country  for  years  because  of  the  abo.'ies  which  it  makes  possible. 
It  lends  itself  readily  to  political  influence  because  the  coroners 
are  elective  officers;  it  permits  inefficiency  in  the  gathering  of  evi- 
dence in  cases  where  crime  is  suspected  because  coroners  whether 
physicians  or  laymen  are  not  trained  in  the  law  and  in  the  evalua- 
tion of  evidence.  As  pointed  out  by  the  district  attorney  of  Jeffer- 
noa  county  where  the  coroner  system  has  been  completely 
abolished,  the  district  attorney  or  his  representative  is  in  that 
county  the  first  in  the  field  in  cases  of  death  under  unknown  or 
suspicions  circumstances,  instead  of  the  last.  Before  evidence  has 
been  destroyed  or  secreted,  and  before  any  of  the  facts  are  avail- 
able for  publicity,  he  is  on  the  ground  and  is  thereby  able  to  secure 
aU  evidence  and  to  prevent  publicity  which  in  many  cases  might 
be  injurious  to  the  prosecution  of  the  guilty  in  cases  where  crime 
has  been  committed.  The  cost  to  the  State  through  the  failure  of 
coroners  to  obtain  proper  evidence  in  criminal  cases  not 
infrequently  ruzis  into  thousands  of  dollars,  to  say  nothing  of  other 
intangible  costs  to  the  community  because  of  the  failure  of  justice. 

JeBenon  Otnmty  Plan  Merits  Wider  Adoption 

The  simplicity  of  the  plan  now  in  effect  in  Jefferson  county  has 
much  to  commend  it.  The  law  states  that  the  powers  and  duties 
of  the  coroner  shall  be  exercised  by  the  district  attorney  "or  by  an 
assistant  district  attorney  or  other  representative  duly  designated 
by  the  district  attorney  for  such  purpose  by  certificate  filed  in  his 
office."  This  permits  the  district  attorney  when  he  chooses  to 
deputize  a  local  physician  convenient  to  the  scene  of  death  to  make 
inch  medical  examination  or  investigation  as  may  be  required.    In 
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many  cases  where  death  from  tmknown  causes  is  reported  and  in 
which  it  is  clear  that  no  crime  has  been  committed,  the  district 
attorney  dimply  aathortzes  a  convenient  local  physician  to  sign 
the  death  certificate.  This  is  frequently  done  by  telephone.  In 
other  cases  where  there  is  auspieion  of  crime,  the  district  attorney 
makes  a  personal  investigation,  deputizes,  if  necessary,  a  local  phy- 
sician to  make  an  autopsy  or  other  examination,  prepares  the  evi- 
dence as  required  and  requests  the  local  committing  officer  to  hold 
the  suspected  persons  for  the  grand  jury.  The  procedure  in  Jeffer- 
son county  is  by  all  odds  the  most  expeditious,  efficient,  and 
economical  observed  in  any  of  the  counties  studied. 

The  observations  of  the  Committee  are  borne  oat  by  the  testi- 
mony of  Edmund  K.  Wilcoz,  district  attorney  of  Jefferson  coonty, 
who  states  that  prior  to  1916  when  the  present  law  became  elec- 
tive, the  cost  of  administering  the  coroners'  office  ranged  from 
$2,400  to  as  high  as  $8,000  a  year.  The  number  of  autopsies  ranged 
from  25  to  30  a  year  in  the  same  period  whereas  in  the  past  year 
(1922)  under  the  district  attorney's  administration  there  were  but 
three  autopsies  performed  out  of  a  total  of  82  cases.  Ur.  Wileoz 
stated :  ' '  The  surprising  fact  has  been  brought  out  that  the  whole 
expense  of  investigating  these  82  cases,  by  me  or  my  assistant  or  by 
physicians  whom  I  chanced  to  call  has  been  from  $650  to  $700. 

This  includes  the  doctor 's  bill, and  the  personal  expenses 

of  the  district  attorney  and  tiie  sheriff,  when  I  have  carried  the 
^eriff  along  with  me." 

The  district  attorney  of  Jefferson  county  further  declares  that 
the  State  has  been  saved  a  sum,  which  he  estimates  at  from  $700,- 
000  to  $800,000,  since  the  adoption  of  the  present  plan  in  Jefferson 
comity,  through  cheeking  long  and  expensive  investigatimi,  check- 
ing unnecessary  court  actions,  and  maJring  possible  prompt  appre- 
hension of  criminals.  He  finds  the  Jefferson  county  plui  extremdy 
efficient  with  respect  to  the  quick  detection  of  crime  and  states 
emphatically  that  it  has  contributed  more  than  any  other  factor 
to  the  prevention  of  crime.    He  says : 

"The  crime  wave  we  are  now  having  would  be  greatly  lessened 
if  the  system  of  Jefferson  county  obtained  throughout  the  State 
because  it  is  swift,  sure  and  severe  punishment  that  deters  men 
from  committing  crime."  Comparing  the  process  of  investiga- 
tion of  death  in  Jefferson  county  with  that  which  prevails  wbere 
the  coroner's  investigation  is  conducted  independently  of  the  dis- 
trict attorney's  investigation,  Mr.  Wilcox  cites  the  recent  Hall- 
Mills  murder  case  in  New  Jersey  as  an  apt  illustration  of  the 
defeat  of  justice  due  to  the  conflict  of  authority  between  the  dis- 
trict attorney  and  the  coroners  and  the  bungling  of  the  coroners. 

It  is  of  interest  also  to  note  that  Mr.  Warren  Hastings,  who  has 
served  as  coroner  of  Albany  county  for  several  terms,  and  who 
might  be  expected  to  hold  a  different  view  from  that  held  by  the 
district  attorney  of  Jefferson  county,  states  that  in  his  opinion  the 
creation  of  an  appointive  medical  examiner,  a  specialist  in  mor- 
bid anatomy,  immediately  under  the  supervision  of  the  district 
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attorney,  would  meet  the  requirements  of  those  counties  in  which 
there  are  lar^  cities  sueh  as  Albany.  The  work  of  coroners  in 
sach  counties  would  of  course  place  a  greater  burden  on  a  district 
attorney  than  he  alone  could  bear,  and  competent  asGistance  for 
him  would  be  necessary.  Mr.  Hastings  concludes  with  the  utate- 
ment  that  a  plan  which  would  place  supervision  of  investigatifHial 
work,  medical  or  otherwise,  under  the  supervision  of  the  district 
attorney  would  be  an  improvement  over  the  coroner  system  now 
prevailing  in  Albany  county. 

A  further  soggestion  by  the  district  attorney  of  Jefferson 
county  relative  to  coroners'  juries  which  are  still  called  in  cities 
of  500,000  or  more  by  the  coroner,  according  to  section  773  of  the 
Code  of  Criminal  Procedure,  is  that  this  section  be  amended  so 
as  to  permit  the  district  attorney  to  call  such  jury  at  his  discre- 
tion. The  coroner's  jury  system  has  been  done  away  with  in 
Albany  county  and  in  certain  other  counties  without  loss  of  effici- 
ency, and  it  would  seem  desirable  further  to  limit  the  calling  of 
coroners'  juries  by  placing  responsibility  for  such  calls  in  the 
hands  of  tiie  district  attorney. 


In  view  of  the  clearly  established  facts  as  to  the  efficiency  of 
coroner  investigation  when  this  work  is  administered  by  district 
attom^s,  it  is  recommended  that  chapter  110  of  the  Laws  of  1916, 
applying  to  Jefferson  county  be  made  the  basis  for  legislation 
affecting  all  counties.  In  counties  having  a  large  urban  popula- 
tion such  as  Albany  and  Erie  counties,  it  might  be  necessary  to 
have  a  special  assistant  district  attorney  to  handle  the  coroners' 
cases.  If  necessary  a  bureau  of  medical  examination  might  be 
created  in  the  district  attorney's  office.  In  Erie  county,  for 
example,  where  there  are  two  skilled  and  experienced  medical 
examiners,  it  would  doubtless  be  expedient  to  transfer  them  to 
the  district  attorney's  office  in  a  bureau  of  medical  examination. 
The  precise  organization  of  the  office  of  the  district  attorney  for 
the  purpose  of  carrying  on  the  activities  made  necessary  by  such 
legislation  should  not  be  included  in  the  law.  As  to  form,  chapter 
110  of  the  Laws  of  1916,  should  be  followed. 

B  — EXAMINATION  AND  EXEMPTION  Of  JITSOBS 
Preaent  Methoda 

The  office  of  commissioner  of  jurors  already  exists  in  eleven 
counties  by  statute,  and  may  be  created  in  any  other  county  by 
resolution  of  the  board  of  supervisors. 

Of  the  counties  which  were  made  the  subject  of  preliminary 
study,  only  the  two  largest — Erie  and  Albany  —  had  jury  com- 
missioners. In  the  other  four  counties  the  law  officers  were  almost 
unanimous  in  tbeir  opinion  that  their  method  for  selecting  jurors 
was  unduly  expensive. 
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The  Code  of  Criminal  Procedure  provides  for  the  preparation 
of  grand  jury  lists  by  the  supervisors  and  by  the  terms  of  the 
Judiciary  Law,  the  supervisor,  town  clerk  and  assessors  together 
prepare  a  list  of  trial  jurors.  In  addition  to  the  positive  quali- 
fications and  disqualifications  prescribed  for  jurors,  there  are  over 
twenty  large  groups  or  clasaes  of  persons  who  may  claim  ■  '^mp- 
tion  from  jury  duty.  It  has  not  been  an  unusual  experii  je  in 
counties  not  having  jury  commisaoners  for  the  court  to  find  that 
a  very  large  proportion  of  the  jurors  called  are  either  disqualified 
(as  by  reason  of  extreme  age,  physical  infirmity,  unsound  mind. 
or  bad  character)  or  possess  valid  and  conclusive  grounds  for 
exemption  by  reason  of  the  nature  of  their  calling.  It  appears 
that  the  number  of  exempt  firemen  called  for  duty  as  trial  jurors 
is  especially  large  in  some  couutieK. 

As  a  result,  the  county  is  often  put  to  considerable  expense  for 
the  attendance  of  jurors  (at  $4  per  diem  and  five  cents  milea^^^ 
who  render  no  services  and  should  never  have  been  called  in  the 
first  instance.  County  officials  cited  instances  to  representatives 
of  the  committee  of  single  cases  where  expenses  of  this  nature 
have  totalled  several  thousands  of  dollars  —  more  than  enouizh 
to  defray  the  cost  of  maintaining  a  jury  commissioner's  office  for 
an  entire  year.  There  is,  therefore,  a  very  strong  feeling  in 
favor  of  mandatory  action  by  the  Legislature  establishing  the 
office  of  commissioner  of  jurors  in  default  of  affirmative  action  of 
this  nature  by  the  supervisors. 

In  Albany  county,  on  the  other  hand,  where  the  office  has  been 
established  for  thirty  years,  responsible  county  officials  look  upon 
it  as  a  political  sinecure  which  in  the  interests  of  economy  may 
well  be  abolished.  Such  officials  naturally  do  not  appreciate  Ihf 
waste  involved  in  a  return  to  the  old  system  of  jury  list  pre- 
paration. Nevertheless,  their  opinions  with  respect  to  the  desira- 
bility of  employing  a  full-time  officer  for  this  purpose  deservo 
attention. 

Rensselaer  Oonnty  Plan 

In  view  of  all  this  it  would  appear  that  both  systems  havinsr 
unsatisfactory  features,  some  different  device  to  accomplish  the 
same  end  should  be  developed.  The  experience  of  Beosselaer 
county  therefore  becomes  of  prime  interest.  Chapter  553  of  the 
Laws  of  1913,  abolished  the  office  of  commissioner  of  jurors  in 
Rensselaer  county  and  devolved  its  duties  on  the  county  elerfe 
without  extra  compensation.  The  latter  officer  stated  to  a  rep- 
resentative of  the  Committee  that  the  additional  duty  is  not 
burdensome,  and  that  it  requires  his  attention  for  only  one  week 
in  each  year  during  which  he  visits  each  town  in  the  county 
accompanied  by  a  clerk  from  his  office  and  hears  applications  for 
exemption.  Hence  the  county  clerk  performs  the  same  duties 
as  are  elsewhere  performed  by  independent  jury  commissionent. 
He  prepares  the  list  of  grand  and  trial  jurors;  holds  hearings  at 
which  persons  claiming  exemption  may  be  heard;  grants  exemp- 
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tions;  and,  in  his  discretion,  may  adjadge  any  person  disqualified 
for  jury  dnty.  It  is  worthy  of  special  note  that  a  claim  for  exemp- 
tion not  set  up  before  the  county  clerk  is  held  to  be  waived.  In 
this  maimer  are  the  expensive  features  of  jury  listing  dispensed 
with. 

A  ^.^einber  of  the  board  of  supervisors  of  Madison  county,  tes- 
tifyL,rn  before  the  Committee,  said : 

"I  made  up  the  grand  jury  list  this  year.  I  was  told  that 
according  to  law  it  ran  to  seventy  years,  and  yet  I  found 
on  my  list  that  more  than  three-quarters  were  between  the 
ages  of  seventy  and  eighty.  All  of  these  men  could  claim 
exemption  and  still  collect  per  diems  together  with  mileaf^e  to 
and  from  the  county  seat.  There  is,  therefore,  a  very  large 
opportunity  for  improvement,  particularly  with  respect  to 
the  preliminary  examination  of  jiuxirs.  I  would  think  that 
the  county  clerk  could  take  care  of  that,  as  is  now  done  in 
Kensselaer  county." 

Recommendation 

In  view  of  the  foregoing  facts,  and  the  general  trend  of  the 
testimony  adduced  at  the  hearings,  the  committee  recommends 
statutory  abolition  of  the  ofSce  of  commissioner  of  jurors  in  all 
counties  where  the  work  involved  in  administering  the  office  is 
not  heavy,  and  transfer  of  the  functions  of  the  ofBce  to  the  county 
clerk;  further,  that  in  those  counties  where  no  commissioner  of 
jurors  now  exists,  the  county  clerk  be  charged  with  the  duties 
nsoatly  attached  to  the  office  of  conunissioner  of  jurors. 

It  is  extremely  difficult  to  estimate  the  economies  to  be  effected 
by  this  course.  Two  hundred  and  fifty  thousand  dollars  a  year, 
wonld  represent  a  modest  estimate  of  possible  savings,  and  experi- 
ence might  easily  prove  them  to  be  twice  this  figure. 

0  —  SHERIFF'S  FEES 

Criminal  Fees  Abolished 

With  the  exception  of  a  few  counties,  the  sheriff's  fees  for  the 
service  of  criminal  process,  for  boarding  prisoners,  and  for  serv- 
ices rendered  generally  in  connection  with  criminal  matters,  have 
been  abolished  as  personal  perquisites,  and  the  ofBee  placed  upon 
a  salaried  basis.  The  sheriff  no  longer  receives  separate  remunera- 
tion for  every  meal  served  to  a  prisoner  and  for  every  cell-key 
turned  in  a  lock. 

Civil  Feet  Remain 

Civil  fees,  however,  still  remain.  It  is  common  practice  for 
the  sheriff  to  delegate  his  civil  functions  to  the  under-sheriff  or  a 
deputy,  and  in  some  cases  to  divide  the  fees  with  the  latter.  It 
is  argued  in  some  quarters  that  the  retention  of  civil  fees  serves 
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as  an  incentive  for  the  sheriff  and  his  deputies  promptly  to  execute 
the  civil  processes  committed  to  them.  Thia  view,  however,  repre- 
sents the  same  course  of  reasoning  once  applied  with  referenee 
to  the  sheriff's  criminal  fees  and  long  since  abandoned. 

Great  difficulty  was  encountered  in  securing  reliable  estimates 
of  the  annual  total  of  civil  fees  accruing  to  the  sheriffs  of  the 
several  counties.  This  is  due  to  the  fact  that  such  fees  are  entirely 
personal  to  the  sheriff  for  which  he  is  required  to  make  no 
accounting  to  any  public  authority. 

The  sheriffs  interviewed  were  not  able  to  give  more  than  a 
rough  approximation  of  the  annual  total  of  their  fees,  and  in 
Rome  cases  were  either  unable  or  unwilling  to  hazard  even  a  gaes& 
Where  an  estimate  was  provided  by  the  sheriff,  due  care  was 
exercised  in  checking  its  reliability  through  interviews  with 
former  incumbents  of  the  office  and  the  like.  The  following  state- 
ment is  self-explanatory: 

TABLE  NO.  g. 

Bhenffi  Gompenaation. 

County                               Sheriff's  S^Iuy    SberifTa  Civil  Fees            Total 

Sullivan    Cl.TOO                     »1,B00  $3,500 

St«iiben    2,60e                             700  3,200 

Erie   5,000                         8,000  13,000 

Recommendation 

The  Committee  therefore  concludes  that  the  sheriff  should  be 
required  to  make  an  accounting  for  all  civil  fees,  and  the  board 
of  supervisors  authorized  to  destroy  the  fee  system  whenever  they 
may  deem  it  necessary,  either  because  of  the  unduly  large  remun- 
eration accruing  to  the  sheriff  by  this  method  (as  in  Erie),  or 
for  other  reasons. 

At  the  hearii^  before  the  Committee,  county  officials  were 
unanimous  in  declaring  that  they  would  favor  legislation  along 
these  lines.  Mr.  W.  W.  Haile,  county  clerk,  St.  Lawrence  county, 
wittily  added  to  his  testimony  on  behalf  of  publicity  for  the 
sheriff's  civil  fees,  that  "  it  would  also  provide  valuable  informa- 
tion for  prospective  candidates." 

D  — JUSTICES  OF  THX  PEACE 
Double  Tnnctioii 

Dissatisfaction  with  the  justices  of  the  peace  and  with  the  opera- 
tion of  the  justice  courts  seems  to  be  very  general.  These  officers 
have  a  dual  aspect  and  function;  the  one  judicial,  the  other  legis- 
lative. It  appears  that,  as  a  matter  of  experience,  the  justices  of 
tiie  peace  are  elected  primarily  as  members  of  the  town  board,  and 
that  the  judicial  qualifications  of  candidates  for  the  office  are  of 
minor  consideration. 

As  members  of  the  town  board  the  justices  have,  in  many  com- 
munities, been  of  real  service  to  their  towns.    It  is  their  judicial 
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fonetions  which  have  been  sacrificed  iioder  the  present  Bystem. 
In  fact,  investigation  has  disclosed  a  numbeT  of  instances  where 
certain  justices  of  the  peace  have  completely  avoided  exercise  of 
their  judicial  powers  1^  aUowiag  it  to  be  f^nerally  understood 
that  sach  activity  was  diatasteful  to  them. 

Unutiaf  actory  Beralts 

80  far  as  concerns  the  justices  who  do  exercise  the  judicial 
powers  conferred  upon  them  by  law,  the  situation  seems  to  be  as 
lollowH:  There  is  quite  commonly  one  justice  in  the  town  who  is 
considered  to  be  well  qualified  and  who  at  the  same  time  is  willing 
to  perform  his  statutory  duty.  With  respect  to  these,  the  objec- 
tion is  raised  that  in  some  instances  at  least,  it  is  virtually  impos- 
sible for  a  non-resident  of  the  town  to  enforce  bis  rights  by  means 
of  the  justice  court.  The  reason  for  this  is  alleged  to  lie  in  the 
fact  that  the  justices,  beii^  elected  from  small  districts,  are  too 
intimately  acquainted  with  the  people  living  within  their  jurisdic- 
tion, and  in  many  ways  are  too  dependent  upon  their  good-will  to 
be  altogether  disinterested  when  a  non-resident  brings  a  civil 
action.  The  fact  that  they  are  not  required  to  be  learned  in  the 
bw  and  in  very  few  instances  are  so  qualified,  only  emphasizes 
the  effect  of  this  influence. 

Similarly  with  respect  to  their  criminal  jurisdiction,  it  is  stated 
by  prosecuting  ofBcera  that  lack  of  familiarity  with  the  law  often 
resalta  in  failures  of  the  prosecution,  especially  in  felony  cases 
where  the  peace  justice  acts  as  a  committing  ofBoer.  In  testifying 
before  the  Committee  one  local  ofScial  said  "  The  only  function 
of  the  justice  of  the  peace  is  to  make  so  many  blunders  that  the 
attorney  for  the  defence  can  win  on  appeal." 

it  is  fully  appreciated  that  the  ofBce  of  justice  of  the  peace  is 
a  venerable  institution  and  that  there  would  be  a  considerable 
body  of  public  sentiment  opposed  to  its  abolition.  The  argument 
'or  cheap  and  informal  justice  administered  by  a  neighbor  is 
tiound  to  be  very  persuasive.  But  the  office  has  already  broken 
nith  that  tradition  to  which  so  much  sentiment  attaches,  for  it 
most  be  borne  in  mind  that  justices  of  the  peace  were  originally 
ereatures  of  the  central  government  (i.  e.,  of  the  Crown,  in  Eng- 
land] and  that  their  election  by  popular  vote  from  small  dis- 
tricts deprived  them  not  alone  of  the  dignity  derived  from  selec- 
tion  by  high  authority,  but  also  tended  to  make  them  subservient 
to  Uie  supposed  interest  of  the  inhabitants  of  their  respective 
towns. 

The  KemedlM  Propoied 

For  this  reason,  and  also  because  of  the  difBeulties  attending 
constitutional  amendment,  several  alternative  proposals  are  here 
presented  for  consideration. 

The  first  of  these  concerns  itself  solely  with  the  question  of 
'<ei>nrin|'  jnstiees  who  i>088eBS  a  modicum  of  qualification  and  are 
"'illing  to  act.    The  proposal  is  derived  from  a  special  act  passed 


ih,Coo^^Ic 


60  Report  of  Specui.  Joint  Cohhittee 

by  the  Legislsttire  in  1918  (chapter  302,  Laws  1918,  Tovn  I^w, 
§  105-a)  which  permits  any  town  in  Monroe  county  to  reduce 
the  number  of  its  justices  to  one,  such  justice  to  remain  ez-ofScio 
a  member  of  the  town  board.  The  purpose  here  seema  to  be  to 
mabe  the  ofBce  more  attractive  by  tfaxowii^  all  justices'  fees  into 
the  bands  of  a  single  official,  although  the  act  provides  that  a 
fixed  salary  may  be  substituted  therefor.  Constitutional  amend- 
ment is  unnecessary  under  this  plan.  The  act  provides  that  places 
left  vacant  in  the  town  board  by  its  adoption  are  to  be  filled  by 
two  trustees  elected  for  four-year  terms,  who  shall  receive  the 
same  compenaation  as  the  town  clerk  receives  for  membership  in 
the  board  (as  distinguished  from  his  fees  as  clerk).  None  of  the 
towns  in  Monroe  county  have  adopted  the  provisions  of  the  act. 

A  second  plan  is  based  upon  the  suggestion  of  District  Attorney 
Cheney  of  Steuben  county.  It  involves  the  abolition  of  justices 
of  the  peace  by  constitutional  amendment  and  the  transfer  of 
their  judicial  functions  to  a  judge  chosen  by  the  county,  or  by 
a  higher  authority,  who  should  hold  petty  civil  and  criminal  cir- 
cuit court  in  the  several  towns.  This  dev-ice  would  probably 
prove  expensive  because  of  the  creation  of  a  new  judicial  agency. 

The  county  jndge  of  Franklin  county  suggests  that  in  strictly 
rural  counties,  the  county  judge  himself  hold  justice's  court  in 
circuit.  This  plan  has  commendable  features  because  of  its  sim- 
plicity but  to  put  it  into  operation  would  require  constitutional 
amendment. 

Finally,  there  may  be  mentioned  the  feasibility  of  vesting  the 
jurisdiction  of  the  justices  in  masters  of  the  county  court  to  be 
designated  by  the  county  judge.  Something  of  this  sort  was  pro- 
posed in  -the  Constitution^  Convention  of  1915. 

Of  the  four  alternatives  here  presented,  the  first,  or  "Monro*" 
County  Plan"  sets  the  most  modest  goal,  but  can  be  brought  to 
realization  more  easily  because  it  involves  no  break  with  estab- 
lished practice  in  this  State  and  demands  no  constitutional 
change. 

The  other  three  plans  all  require  constitutional  amendment 
for  the  reason  that  the  New  York  courts,  unlike  those  of  mo6t 
other  jurisdictions,  have  held  that  there  are  certain  functions. 
sDch  as  the  assessment  of  property  and  the  administration  of  the 
justice  courts,  which  are  inherently  local  in  their  nature  and  of 
which  the  town  cannot  be  deprived  without  affirmative  constitu- 
tional action. 

Opinions  of  Local  Officials 

Of  the  local  officials  appearing  on  this  question  before  the  Com- 
mittee, only  one,  a  representative  of  Onondaga  county,  was  thor- 
oughly satisfied  with  the  present  system.  He  stated  that  "we 
have  had  a  very  sensible  lot  of  justices  in  our  town  and  they  have 
always  agreed  with  me." 

The  great  weight  of  opinion,  howeyer,  leaned  in  an  opposite 
direction.  The  chairman  of  the  board  of  supervisors  of  Erie 
coimty  said: 
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"We  find  the  law  which  provides  th&t  justices  of  the  peace 
comprise  the  town  board  is  a  very  serious  handicap  in  the 
proper  administration  of  the  town,  because  men  who  are 
qualified  to  act  as  members  of  the  town  board  will  not  take 
the  position  of  justice  of  the  peace.  We  have  to  conceal 
that  fact  from  them.  It  is  an  unfortunate  way  to  select 
men  to  handle  town  matters,  because  they  consider  them- 
selves to  be  primarily  members  of  the  town  board.  There  is 
absolutely  no  reason  for  binding  the  two  together;  a  man 
qualified  for  justice  of  the  peace  might  not  be  suitable  for 
the  town  board, 

"I  am  familiar  with  the  Monroe  County  act,  and  am 
heartily  in  favor  of  its  extension  to  other  counties,  I  would 
have  one  or  more  justices  in  a  town  for  judicial  purposes 
only,  and  I  would  have  trustees  comprise  the  town  board, 
witii  the  town  cleric  and  supervisor,  to  administer  town 
affairs.  I  would  do  away  with  the  present  connection  be- 
tween the  town  board  and  the  justices." 

Similarly,  a  supervisor  from  Madison  County  said  that  he  could 
see  "  no  logical  reason  for  combining  the  two  functions." 

The  representative  from  Herkimer  county  indicated  that  the 
situation  was  much  the  same  there: 

' '  This  thing  is  entire^  wrong,  as  I  see  it, ' '  he  said,  ' '  Now, 
a  justice  of  the  peace  is  elected,  and  as  such  he  becomes  a 
member  of  the  town  board.  He  may  be  a  competent  justice 
of  the  peace,  and  be  absolutely  worthless  as  an  administra- 
tive ofBcer.  And  he  may  be  a  good  administrative  officer,  or 
a  good  member  of  the  town  board,  and  be  absolutely  worth- 
less as  a  justice  of  the  peace. 

"Those  things  should  be  separated.  It  can  be  done  easily 
without  any  cost  to  the  town.  Because  there  isn't  any  more 
reason  for  a  justice  of  the  peace  being  a  member  of  the  town 
board,  and  to  have  him  in  attendance  on  that  meetii^,  than 
there  is  to  have  a  member  of  the  village  board  present 
and  attending  the  meeting.  The  work  should  not  be  done  in 
connection  with  this  justice  of  the  peace  work. 

"If  the  two  offices  were  completely  separated,  you  would 
get  a  better  grade  of  man  for  justice  of  the  peace,  and  also 
a  better  grade  of  man  for  member  of  the  town  board, 

"I  further  think  that  very  few  towns  need  four  justices. 
In  some  of  the  towns  one  might  be  sofficient,  because  with 
the  means  of  communication  that  you  have  to-day,  you  do 
not  need  so  large  a  number  as  formerly," 

The  spokesman  for  Warren  county  discussed  the  judicial  aspect 
at  some  length.    He  said  in  part: 

"Not  half  of  the  justices  of  the  peace  ever  make  out  a 
summons  or  issue  a  warrant.  They  would  not  know  how  to 
do  it.     The  average  justice  of  the  peace,  so  far  as  his  court 
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is  eoncflTned, —  if  he  does  any  court  work  at  all,  which  is 
seldom, —  usually  has  some  lawyer  whom  he  thiiiks  kzKiws 
all  the  law  there  is ;  and  when  that  attorney  has  a  caae  bef  ort^ 
him,  he  decides  everythingr  in  his  favor.  And  if  he  dof< 
not  happen  to  like  an  attorney,  it  is  liable  to  be  the  other 
way  roond.  As  far  as  his  knowledge  of  actual  practice  i.s 
concerned,  he  has  none  worth  mentioning.  There  are  somt- 
exceptions,  of  course,  but  they  are  very  rare.  We  had  a  juv 
tice  of  the  peace  in  my  county  a  few  years  ago  who  realiseil 
the  importance  of  his  duties  to  such  a  degree  that  in  the 
ordinary  course  of  events  he  granted  a  divorce.  I  am  strongly 
in  favor  of  redncii^  the  number  of  justices  in  each  town. '  * 


In  view  of  the  weight  of  testimony  adduced  before  it,  and  the 
results  of  the  first-hand  examination  of  several  counties  which 
preceded  the  hearings,  the  Committee  is  of  the  opinion  that  the 
justices  of  the  peace  should  be  reduced  by  law  to  one  or  two  in 
mtrnber  for  each  town,  and  that  they  should  cease  to  be  ex-officio 
members  of  the  town  board.  It  should  be  noted  that  this  recom- 
mendation is  in  line  with  the  permissive  features  of  section  3211 
of  the  Tovn  Law,  which  now  applies  only  to  the  largest  towns. 

E  — THE  TOWN  00N8TABLES 

The  Sttnatioii 

Town  constables,  not  exceeding  five  in  number,  are  eleeted  for 
t«rms  of  two  years.  Althoi^h  tibe;  are  essentialty  peace  o^ers, 
they  also  act  for  the  sheriff  in  civil  matters,  in  collecting  on  execu- 
tions, etc.,  and  for  the  justices  of  the  peace.  Their  compensatioQ 
is  derived  exclusively  from  fees  and  from  per  diem  allowances 
for  attending  court. 

The  town  constable,  long  a  subject  for  levity  in  the  cities,  fares 
quite  as  badly  at  the  hands  of  county  officials.  That  "the  con- 
stables are  a  joke"  is  the  settled  conviedon  of  many  of  these, 
since  real  emergencies  are  likely  to  find  the  constable  unfitted 
both  by  temperament  and  training  to  cope  with  a  difficult  situa- 
tion. Two  causes  —  the  fact  that  the  office  is  elective,  and  the 
uncertain  emolument  attaching  to  it  —  are  cited  by  observers  a:» 
underlying  its  failure.  In  a  number  of  counties  there  is  a  dis- 
position to  minimize  the  importance  of  the  constables  because  of 
the  reliance  now  generally  placed  upon  the  State  Police  in  ail 
serious  contingencies. 

Changes  in  Rural  Crime  Problem 

There  was  a  time  when  the  town  constable  system  was  a  satis- 
factory method  of  dealing  with  the  rural  crime  problem.  And 
the  reason  the  constable  is  now  a  favorite  vaudeville  character 
is  that  the  rural  crime  problem  has  completely  chon^d,  especially 
during  the  tost  generation,  white  the  constable  system  is  exactly 
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what  it  was  in  1691.  A  large  part  of  this  cliange  is  probably  to  be 
attributed  to  good  roads  and  the  miiversal  use  of  tlie  automobile. 
The  rm-al  districts  no  longer  have  to  cope  merely  with  the 
crimes  arising  from  the  offenses  of  their  own  inhabitaota.  The 
automobile  has  made  all  sections  of  the  State  readily  accessible 
to  the  criminal  element  —  which  formerly  confined  its  activity 
primarily  to  the  city.  The  railroad  has  ceased  to  be  the  sole 
avenne  of  escape. 

Prom  tibe  Testimony 

The  following  excerpts  from  the  testimony,  taken  at  the  Com- 
mittee hearings,  will  serve  to  indicate  the  opinions  of  the  comity 
officials: 

Mr.  B.  S.  Persons,  Chairman  of  the  Board  of  Supervisors,  Erie 
coon^,  stated  that 

"It  is  impossible  in  the  towns  to  get  men  to  accept  the 
position  of  constable  and  perform  the  duty.  We  are  practi- 
cally without  constables ;  cannot  get  them  to  swear  in.  There- 
fore we  are  without  protection  so  far  as  the  constables  are 


"The  statutes  provide  absolutely  inadequate  fees  and  mile- 
age allowances.  Furthermore,  the  constables  receive  nothing 
for  performing  general  police  duty,  such  as  telling  a  man 
to  move  on,  or  to  behave  himself. 

"The  town  constable  almost  everywhere  is  the  subject  of 
hnmorouB  comment  for  the  reason  that  the  only  person  you 
ean  get  to  take  the  position  is  more  or  less  of  a  humorist.  He 
'    has  to  have  the  fun." 

Mr.  C.  Q.  Chaney  of  St.  Lawrence  county: 

"The  constables  do  not  assume  any  responsibility  with 
regard  to  the  general  crime  situation  at  all.  They  are  simply 
servers  of  civil  process,  with  additional  police  powers  thrown 
in,  in  ease  of  an  emei^ncy." 

A  representive  of  Albany  county: 

"The  constables  have  been  very  useful  in  dog  hcense  cases, 
but  we  do  not  hear  anything  of  them  at  all  in  relation  to 
crime.  Occasionally  they  organize  themselves,  and  lay  in 
wait  for  people  travelling  the  state  highways,  and  put  up 
speed  traps,  and  make  a  Uttle  money  by  way  of  fines  in  that 
way. ' ' 
A  witness  from  Herkimer  county  testified  along  the  same  lines : 

"The  compensation  for  a  constable  is  so  small  that  no  man 
with  a  family  to  support  can  afford  to  devote  much  time  to 
his  duties.  He  must  engage  in  some  other  work,  and  so  you 
can't  find  him  when  you  want  him.    Take  a  little  town  like 

P ,  or  M and  others  like  them:     You  do  not 

find  any  constables  around,  where  you  can'  get  in  touch  with 
them,  unless  it  happens  to  be  among  that  collection  of  men 
who  won't  work  anyway."  ,         , 
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The  Qreene  County  representative  seemed  to  express  the  general 
consensos  when  he  said,  in  closing: 

"Qenerally  speaking,  the  oflSce  of  constable  is  so  relativelj 
naimportant  that  it  does  not  appear  to  make  a  great  deal 
of  difference  whether  it  is  retained  or  abolished  aHt^ether." 

The  State  FoUoa 

It  is  believed  that  no  really  satisfactory  and  permanent  solu- 
tion of  the  problema  connected  with  rural  crime  can  be  realized 
without  giving  serious  consideration  to  the  State  Police  force. 
Here  is  a  body  which  is  ready-made  for  the  parpose,  which  is 
disciplined,  ofRcered  and  equipped.  Except  in  those  counties 
where  the  necessary  enforcement  of  the  Mull&n-Qage  act  cuts 
across  local  politics  and  interests,  there  is  real  appreciation  of 
the  importance  of  their  work  and  of  their  success  in  the  suppres- 
sion of  mrai  crime. 

A  representative  of  Erie  county  stated  in  the  course  of  the 
hearings : 

"I  was  a  justice  of  the  peace  a  good  many  years,  and  after 
the  establishment  of  the  state  constabulary,  I  found  it  more 
desirable  to  call  upon  them  for  service  than  the  local  con- 
stables. The  Troopers  get  nothing  for  this  kind  of  serviee. 
and  they  are  glad  to  do  the  work ;  to  get  results  and  to  keep 
up  the  reputation  of  their  force," 

A  member  of  the  board  from  Madison  county  said: 

"The  state  police  are  active  and  effective  in  Madison 
County.  We  have  crime  problems  now,  that  we  did  not  have 
years  ^o  but  the  Troopers  are  taking  care  of  it  well.  They 
virtually  have  taken  care  of  the  constable  work  at  the  present 
time." 

Qreene  county's  representative  declared: 

"I  am  a  firm  believer  in  the  importance  of  the  State  Police. 
I  think  that  they  have  been  a  wonderful  power  for  good  in 
the  rural  districts.  We  couldn't  very  well  get  along  without 
them  now. 

"There  is  a  very  decided  chaise  in  the  sentiment  concern- 
ing the  State  police.  When  they  were  first  organized,  I  think 
that  the  rural  districts  —  at  least  in  this  part  of  the  state  — 
were  opposed  to  them.  But  if  you  were  to  take  a  referendum 
today  in  the  rural  districts,  I  believe  you  would  find  that 
the  people  generally  are  very  strongly  in  favor  of  them 
becau.se  they  have  turned  out  to  be  specialists  in   crime." 

There  were  many  other  expressions  on  this  subject  from  a  wide 
variety  of  sources,  but  the  foregoing  excerpts  will  serve  fairly 
to  indicate  their  range  and  scope.  In  fact,  on  no  aspect  of  ruraJ 
justice  were  the.  witnesses  so  clearly  of  one  mind,  as  on  this 
question  of  the  utility  of  the  State  police  force. 
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In  this  connection  it  must  be  recognized  that  recent  legislation 
[chapter  401,  Laws  of  1922)  permits  any  town,  village  or  police 
district  to  contract  for  the  exclusive  services  of  any  given  number 
of  State  troopers.  This  act  bos  been  taken  advantage  of  by  only 
one  community. 

Conchuaon 

On  the  basis  of  these  facts  the  Committee  therefore  concludes 
that  the  constables  in  most  towns  should  be  reduced  from  five  to 
not  more  than  two  and  that  they  should  be  appointed  by  the 
supervisor.  The  number  of  constables  should  be  left  to  the 
decision  of  the  town  board  because  in  some  towns  population  is 
so  distributed  as  to  require  three  or  perhaps  four  constables.  Per- 
mitting the  town  board  in  its  discretion  to  place  the  constables  on 
8  salaried,  rather  than  a  fee  basis,  is  also  considered  desirable. 
These  measures,  however,  are  merely  palliatives  and  do  not  go  to 
the  root  of  the  matter.  The  crime  situation  which  the  rural  com- 
munities are  facing  requires  the  attention  of  a  professionally 
trained  police  force,  of  which  the  State  police  are  an  example. 
If  this  body  of  peace  officers  were  increased  in  number  so  that 
their  work  could  be  carried  on  more  intensively  in  the  rural  areas, 
the  problem '  would  be  brought  much  nearer  to  a  satisfactory 
.solution. 
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CHAPTER  IV— WELFARE 

The  responsibility  of  the  county  in  the  field  of  public  welfare 
in  the  State  of  Xew  York  is  not  generally  appreciated.  During 
recent  years,  the  duties  of  the  county  in  dealing  with  the  poor  and 
the  sick  have  been  enlarged  materially.  There  are,  also,  important 
welfare  functions  which  have  been  devolved  upon  the  towns.  As  all 
of  these  matters  are  closely  interrelated,  the  committee  has  brought 
them  together  here  and  is  dividing  the  discussion  into  the  follow- 
ing major  heads  as  a  matter  of  convenience : 

A  —  County  Poor  Relief. 

B  —  CouKTT  Boards  op  Child  Welfarb. 

C  —  Local  Health  AouiNieTRATiON. 

D  —  CoDNTY  Tuberculosis  Hospitals. 

E  —  Proposed  Department  op  Public  Welfare. 

A  — COUNTY  FOOB  BELIEF 

The  Organizatioii  of  Ooanty  Poor  Belief 

Speaking  g«ierally,  poor  relief  in  the  counties  ia  administered 
by  a  loosely  connected  organization  comprising  a  county  superin- 
tendent of  the  poor  and  overseers  of  the  poor  in  each  town.  The 
county  superintendent  is  responsible  for  general  supervision  of 
the  outdoor  relief  work  of  the  town,  overseers  of  the  poor  for  the 
Eumishing  of  indoor  and  outdoor  relief  to  county  charges,  and 
for  the  care  of  the  poor  in  institutions.  The  county  superintendent 
is  usually  an  elected  officer  paid  a  meagre  compensation  of  from 
$900  to  $1,500  for  part-time  ser\'ice.  Usually  he  is  keeper  of  the 
almshouse  and  lives  there.  His  selection  is  not  commonly  depen- 
dent upon  any  special  qualifications  for  the  office.  Overseers  of 
the  towns  and  cities  may  be  elected  or  appointed ;  in  the  towns 
they  are  often  elected,  but  in  the  cities  they  are  frequently 
appointed  by  local  mayors.  They  too,  are  more  often  than  not, 
part-time  officers  paid  a  small  salary  or  per  diem.  Due  to  the 
oi^srdly  compensation  paid  them  in  the  towns,  it  is  well-ni^ 
iffipoBsiUe  to  secure  a  high  type  of  man  for  the'  office  or  to  secure 
in  return  for  such  small  pay  anything  but  the  most  casual  service. 

There  is,  however,  considerable  variation  as  between  counties 
in  the  manner  of  organization  of  county  poor  relief.  The  six 
counties  studied  with  particular  care  —  Albany,  Franklin,  Erie, 
Jefferson,  Steuben  and  Sullivan  counties  —  illustrate  certain  of 
these  variations  from  the  typical  organizations  above  described. 
In  Albany  connty  the  office  of  county  superintendent  of  the  poor 
haa  been  consolidated  with  that  of  local  overseer  for  Albany  city 
For  the  consolidated  department  of  charities  there  is  a  commis- 
noner  of  charities  appointed  by  the  mayor  of  the  city  of  Albany. 
The  commissioner  appoints  an  overseer  of  the  poor  for  the  city  of 
168  . 
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Albany,  and  city  relief  work  is  carried  on  under  this  overseer  ms 
a  special  division  of  .the  consolidated  office  of  coinmisBioner  of 
charities.  The  commissioner  of  charities  of  Albany  eity  and 
county  acts  also  as  superintendent  of  the  almshouse  and  lives  at 
the  almshouse.  In  the  city  of  Cohoes  there  is  in  place  of  an 
elected  overseer  of  the  poor,  a  commissioner  of  charities  appointed 
by  the  mayor,  and  in  the  city  of  Watervliet  there  is  an  overseer 
of  the  poor  appointed  by  the  city  council.  The  only  distinction 
between  these  two  cities  in  local  relief  work  is  one  of  title  of  the 
executive.  In  the  towns  of  the  county  election  of  overseers  of 
the  poor  is  the  method  of  selection. 

In  Erie  comity  all  charities  and  corrections  work  of  the  coanty 
has  been  consolidated  under  a  commissioner  of  charities  and  cor- 
rections, an  elected  full-time  officer.  There  is  also  an  overseer 
of  the  poor  of  the  city  of  BufCalo  appointed  by  the  commissioner 
of  charities  and  corrections  who  is  personally  responsible  for  that 
part  of  local  relief  work  which  includes  the  relief  of  dependent 
children  (except  such  as  come  within  the  purview  of  child  welfare 
board),  the  care  of  the  county  poor  in  hospitals  and  other  cases 
which  are  strictly  county  charges.  There  is  also  an  independent 
city  department  of  public  welfare  which  concerns  itself  only  with 
those  cases  for  which  the  county  is  not  responsible.  Local  town 
overseers  of  the  poor,  except  in  Tonawsnda  and  Lackawanoa 
cities,  where  there  are  commissioners  of  charities  appointed  by  the 
mayors,  are  elected  in  the  usual  manner  and  are  nominally  respon- 
sible to  the  county  superintendent  of  the  poor.  The  superin- 
tendent of  the  county  home  (or  almshouse)  is  appointed  by  the 
county  commissioner  of  charities  and  corrections. 

Jefferson  county  also  shows  variation  from  the  typical  organiza- 
tion of  county  and  town  poor  relief.  Here  the  county  superin- 
tendent of  the  poor  is  appointed  by  the  board  of  supervisors  for 
a  year's  term.  He  receives  $1,500  a  year  and  reddence  at  the 
almshouse.  Except  in  the  city  of  Watertown,  and  the  towns  of 
Ellisbargh,  Cape  Vincent,  Wilna  and  Champion,  by  virtue  of  a 
special  act  in  1873,  all  powers  and  duties  of  local  overseers  of  the 
poor  were  conferred  upon  the  supervisors  of  the  towns.  In  the 
towns  named  local  overseers  are  elected  and  also  in  the  town  of 
Henderson  which,  by  special  act  in  1880,  was  also  exempted  from 
the  provisions  of  the  law  of  1873  and  permitted  to  continue  the 
election  of  local  overseer.  In  Watertown  the  city  commisnon 
appoints  the  commissioners  of  charity.  In  Steuben  county  there 
is  an  elected  county  superintendent  of  the  poor  at  $1,200  who  is 
also  keeper  of  the  alm^ouse  and  lives  in  the  almshouse.  In  the 
city  of  Coming  the  local  overseer  of  the  poor  is  appointed  by  the 
mayor.  In  the  city  of  Homell  the  overseer  is  elected  by  the 
city  council.  In  various  towns  of  the  county  the  overseers  are 
elected  in  the  usual  manner.  In  Sullivan  county  the  elected 
county  superintendent  is  postmaster  and  storekeeper  at  Thomp- 
sonville  several  miles  away  from  the  county  almshouse  which  is 
near  Monticello.    He  receives  $900  a  year.    The  almshouse  is  in 
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charge  of  a  fanner  keeper  without  any  experience  whatever  in  in- 
stitutional management.  Local  overseers  of  the  poor  in  the  towns 
of  Sallivan  county  are  elected.  In  FranUin  county  there  is  an 
elected  overseer  of  the  poor  who  is  paid  $1,500  a  year  and  has 
residence  at  the  almshouse.   Local  overseers  are  elected. 

From  this  resume  of  the  administration  of  poor  relief  in  the 
six  counties  studied,  it  is  apparent  that  there  is  little  uniformity 
as  to  organization  of  county  and  local  charities  work.  It  most 
be  apparent  also  that  any  system  of  poor  relief  administration 
irhich  depends  on  elective  part-time  poorly  paid  officials  has  little 
to  commend  it.  It  is  too  much  to  expect  that  by  the  elective  method 
and  for  a  salary  of  $900  to  $1,500  a  year,  a  county  superin- 
tendent of  the  poor  can  be  obtained  who  will  provide  the  type  of 
administration  which  this  important  work  requires.  It  is  too 
much  to  expect  that  compet«nt  local  overseers  of  the  poor  paid 
$2  or  $3  per  diem  will  furnish  their  own  expenses  and  make  the 
necessary  investigations  of  needy  cases.  The  result  is  bound  to 
proWde  a  mere  symptomatic  treatment  of  the  problem  of  pow 
relief.     Prevention  of  dependency  is  an  impossibility  under  such 

.  pim. 

The  existing  laws  relative  to  poor  relief  are  the  result  of  patch- 
ing and  tinkering  in  an  effort  to  superimpose  on  an  outworn  and 
antiquated  plan  of  county  administration  various  schemes  for 
local  supervision  of  poor  relief  which  will  meet  some,  at  least, 
if  the  requirements  of  efficient  administration.  Special  legisla- 
tion relative  to  the  care  of  the  poor  has  been  made  effective  in 
thirteen  counties  of  the  State  and  in  practically  all  of  the  cities 
of  the  State.  For  the  selection  of  county  superintendents,  the 
election  of  local  overseers,  the  compensation  of  these  officers,  the 
nan^ement  of  almshouses  and  relief  homes,  the  determination 
of  "distinction"  between  town  and  county  poor,  general  and 
special  legislation  of  all  kinds  has  been  enacted. 

Exponditnres  for  Outdoor  Selief  of  Towns 

Table  No.  5  of  expenditures  for  outdoor  relief  by  the  towns  of 
Hie  several  counties  has  been  prepared  from  the  last  annual  report 
of  the  State  Board  of  Charities  covering  the  fiscal  period  July  1, 
1020  — June  30,  1921,  inclusive.  No  figures  for  outdoor  relief 
in  Livingston  and  Ontario  counties  are  included,  since  in. these 
wninties  all  expenses  for  outdoor  relief  in  cities  and  towns  are 
paid  by  the  county.  New  York  city  counties  are  omitted  as  not 
pomparable. 

From  this  table  it  will  be  seen  that  the  cost  of  administration  of 
"utdoor  relief  is  excessive  in  many  counties — as  high  as  58.9 
per  cent  in  Otsego  county.  That  is  to  say,  that  of  the  total 
i^spenditure  for  outdoor  relief  including  allowances  to  the  poor 
and  the  expenditures  of  poor  officers  in  administering  such  allow- 
ances more  than  half  is  spent  for  administration  alone.  Putting 
it  in  another  way,  in  the  towns  of  this  county  to  give  away 
^WO.Gl    cost    ^,101.96    in    salaries    and    expenses    of    town 
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poor  officers,  or  for  every  dollar  given  in  actual  relief. 
$1.40  had  to  be  spent  to  give  it.  Other  counties,  nota- 
bly Montgomery,  Qreene,  Oneida,  Dnt«hesB,  Columbift,  Ul- 
ster and  Wan-en,  show  a  hi^i  percentage  of  administratiTe 
cost  —  aU  being  above  25  per  cent.  The  eouDfty  showing 
the  lowest  percentage  of  administrative  cost  is,  as  ml^ht 
be  expected,  Jefferson  county,  where  the  supervisors,  except  in 
a  few  towns,  act  as  overseers  of  the  poor.  In  this  county  $2.- 
454.74  was  given  in  relief  at  a  cost  of  $3.21  for  administration. 
This  gives  Jeiferson  the  extremely  low  percentage  for  adminis- 
tration of  0.13.  Westchester  county  also  shows  an  unusually  low 
expenditure  for  the  administration  of  outdoor  relief  —  only  1.7 
per  cent  of  its  total  expenditure  for  outdoor  relief  in  towns  heini: 
for  adminiBtrative  purposes.  This  low  figure  for  Westcheater  i.- 
not  so  readily  explainable.  Much  of  the  work  done  in  other 
counties  by  local  overseers  is,  however,  handled  by  the  central 
department  of  public  welfare  and  this  may  account  for  the  small 
administrative  expenditure  in  towns.  Westchester  is  hardly  com- 
parable with  other  counties,  however,  because  of  the  peculiar 
organization  of  government  there. 

Excluding  the  counties  of  Livingston  and  Ontario,  where  all 
expenses  of  outdoor  relief  in  cities  and  towns  are  paid  by  the 
county,  and  the  counties  included  in  New  York  city,  the  total 
expenditure  for  outdoor  poor  relief  in  towns  was  in  the  fiscal 
period  July  1,  1920  — June  30,  1921,  $506,388.54,  of  which  $440.- 
720.05  was  for  actual  relief  and  $65,668.49  for  the  administration 
thereof.  Of  the  total  expenditure,  therefore,  12.9  per  cent  was  for 
administrative  pnrpoKS.  If  for  this  entire  expenditure  of  $506.- 
388.54,  the  same  percentage  for  administration  shown  in  Jeffer- 
son county  (0.13  per  cent)  were  applied  to  all  counties,  the 
administrative  cost  for  all  would  have  been  only  $658.30.  This 
would  mean  a  saving  aggregating  for  all  counties  about  $65,000 
annually.  It  is  of  course  not  wholly  fair  to  assume  that  if  town 
supervisors  were  made  responsible  for  outdoor  relief  in  towns  of 
all  counties,  the  same  low  administrative  c^t  as  in  Jefferson 
county  would  be  obtained.  It  is,  however,  safe  to  say  that  a  saviiu; 
of  $50,000  a  year  in  the  administration  of  outdoor  poor  relief  is 
easily  possible.  In  the  number  of  persons  provided  for  and  in  the 
actual  expKiditure  per  person  aided,  Jefferson  county  is  quite 
comparable  with  other  counties,  so  that  it  cannot  be  said  that 
low  administrative  cost  there  indicates  a  lack  of  attention  to  poor 
relief  on  the  part  of  supervisors. 

This  table  is  interesting  also  as  showing  the  extremely  wide 
variation  in  total  expenditure  per  person  aided,  being  as  high  as 
$143.04  in  Hamilton  county,  and  as  low  as  $3.67  in  All^any 
county.  The  other  counties  are  distributed  apparently  \rithout 
rhyme  or  reason  between  these  two  extremes. 

There  is  no  way  of  accounting  for  these  great  variations  a* 
between  counties  without  a  thorough  study  of  individual  cases. 
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There  may  have  beea  in  Hamilton,  comity,  for  example,  some  par- 
ticularly needy  case  or  cases  which  required  extraordinary  relief, 

Oonnty  Almahonse  Administration 

As  to  county  almshouses  there  is  little  to  say.  With  the  excep- 
tion of  the  almshotise,  in  Sallivan  county  which  is  entirely  inade- 
quate and  badly  administered,  the  almshouses  in  the  several 
counties  studied  are  being  quite  well  conducted.  In  Sullivan 
county  the  almshouse  is  badly  located  on  a  country  road  several 
miles  off  the  main  highway.  This  makes  transportation  of  persons 
and  supplies  difBcult  and  costly.  The  almshouse  farm  is  of  the 
hard  scrabble  variety  and  incapable  of  producing  a  satisfactory 
return.  The  buildings  are  old,  badly  arranged,  dilapidated  and 
unfit  in  every  way  for  the  purpose.  The  care  of  inmates  is  for 
these  reasons  not  up  to  a  satisfactory  standard.  The  almshouse 
keeper  is  a  farmer  without  proper  experience  in  institutional 
management  who  receives  $50  a  month  and  maintenance  for  his 
services.  Such  an  institution,  thoi^h  perhaps  cheaply  run,  is 
certainly  not  an  asset  to  the  county.  The  effect  of  inefficiency  of 
its  administration  is  indicated  in  the  relatively  high  avwage 
yearly  cost  for  the  support  of  inmates.  Of  the  six  counties 
studied,  the  average  yearly  cost  of  support  of  inmates  was  as 
follows  in  the  fiscal  period  July  1,  1920  —  June  30, 1921,  inclusive: 

Albany  $363  15 

Erie  410  81* 

Franklin 198  48 

Jefferson   263  33 

Steuben    246  57 

Sullivan  393  59 


From  the  table  it  is  seen  that  although  Sullivan  county  has 
the  poorest  and  most .  unsatisfactory  service  of  the  several  alms- 
houses studied,  its  cost  is  highest.  (Erie  county  cost  includes  the 
cost  of  support  of  inmates  of  the  county  hospital.)  In  fact,  with 
the  exception  of  the  counties  of  Erie,  Onondaga,  Orleans,  Putnam. 
Schenectady  and  Seneca,  the  average  yearly  cost  of  county  alms- 
house support  in  Sullivan  county  is  the  highest  in  the  State.  The 
average  for  all  counties  is  $331.97.  This  apparently  indicates  that 
there  is  excellent  opportunity  to  reduce  the  cost  of  county  govern- 
ment withoat  impairment  of  service,  by  more  adequate  super- 
vision of  cotmty  almshouses.  If  Franklin  county  can  maintain  its 
ahnsbouse  in  excellent  condition,  conduct  a  large  and  profitable 
farm  and  provide  first-class  accommodations  and  care  for  its 
inmates  at  an  average  yearly  cost  of  $198.48,  it  should  be  possible 
for  other  rural  counties  to  do  likewise  or  at  least  approximate 
the  results  obtained  in  Franklin  county.    The  main  reasons  why 

*  Include*  count;  hospftAl. 
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there  is  thk  wide  variation  are  not  far  to  seek.  They  rapreeent 
tbe  differeneea  in  tfae  competence  of  institutional  managers,  and 
of  the  adaption  of  almshouse  plant  to  economy  of  service. 

Oenttalixed  OomprehmiiTe  Orjuanization  Needed 

Poor  relief  administration  is  one  of  the  major  problems  of 
county  government  both  from  the  point  of  view  of  cost  and  from 
the  point  of  view  of  public  welfare,  and  yet  so  far  as  connty 
organization  for  such  work  is  concerned  there  has  been  practi- 
cally no  advance  in  more  ttian  a  half  century.  But  for  tbe  snper- 
vision  and  frequent  investigation  of  county  and  town  relief  work 
by  tbe  State  Board  of  Charities  and  the  cooperation  given  by  tfae 
State  Charities  Aid  Association,  the  status  of  town  and  county 
poor  relief  would  be  about  where  it  was  fifty  years  ago.  Instead 
of  making  county  and  town  oi^anization  competent  to  do  the 
work  which  the  law  requires  afaall  be  done,  however,  public  and 
private  endeavor  has  been  directed  toward  the  creation  of  new 
agencies  —  as  tbe  comity  child  welfare  agencies,  and  the  patchingr 
up  here  and  there  of  the  existing  incompetent  county  and  town 
HgencieH.  Meanwhile  the  cost  of  town  and  county  poor  relief 
mounts  steadily  upward.  The  same  organization  which  formerly 
spent  thousands  of  dollars  of  public  money  now  spends  hundredK 
of  thousands.  For  outdoor  relief  of  the  poor,  centralization  of 
responsibility  within  the  county  seems  essential.  There  must  be  a 
coordination  of  agencies  public  and  private  by  a  central  authority 
who  gives  all  his  time  to  the  work  and  who  has  the  necessary 
training  and  experience  to  make  his  work  worth  while.  No  new 
agencies  are  needed,  in  fact  those  independent  agencies  engaged 
in  county  relief  work  of  whatever  nature  should  be  consolidated 
under  one  head. 

Change  in  Fiscal  Year  Soggeated 

It  is  pertin«it  here  to  o^  attention  to  the  matter  of  reporting 
atatisties  relative  to  local  poor  relief.  The  fiscal  year  of  tfae 
counties  is  from  November  Ist  to  October  3l3t,  wlule  that  for 
reporting  statistics  to  the  State  Board  of  Charities  is  for  the 
period  July  1  —  June  30.  When  reports  are  made  therefore  to  the 
State  board  of  charities,  public  and  private  agencies  nnder  the 
supervision  of  the  board  are  required  to  spend  much  time  and 
money  making  the  necessarj-  adjustmmt  or  to  keep  two  sets  of 
statistical  records.  It  would  seem  to  be  in  the  interest  of  economy 
and  flfBciency  to  have  a  uniform  fiscal  year  for  all  reporting.  This 
is  a  subject  which  has  heen  much  discussed  and  about  which 
there  has  been  much  complaint  on  the  part  of  those  re8p<Misible  for 
furnishing  reports  to  the  State  Board  of  Charities. 
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According  to  the  1921  report  of  the  State  Board  o£  Charities, 
forty-five  Iwards  of  child  welfare  are  now  active  in  forty-nine 
counties ;  these  include  the  Dutchess  county  board,  the  reorganized 
Suffolk  county  board,  both  of  which  have  charge  of  the  general 
work  of  caring  for  children  in  need  in  these  counties  including 
the  granting  of  allowances  to  mothers  with  dependent  children, 
and  the  New  York  city  board  which  covers  five  counties.  In 
Westchester  county  allowances  to  mothers  with  dependent  ehil- 
dreti  are  administered  througk  the  county  department  of  public 
welfare  as  a  part  of  its  general  child  earing  work. 

Board  Orgsnisation 

With  the  exceptions  noted  the  local  boards  of  child  welfare  were 
established  by  chapter  228  of  the  Laws  of  1915,  for  the  express 
purpose  of  administering  the  law  relative  to  allowances  for 
widowed  mothers  with  dependent  children.  The  boards  so  estab- 
lished confflat  of  seven  members,  six  members  appointed  by  the 
county  judge  for  terms  of  six  years  each  in  such  a  manner  that 
after  the  original  appointments  one  member  shall  retire  each  year. 
Two  of  the  appointive  members  must  be  women.  The  county 
su[>eriiitend«)t  of  the  poor  is  ex-otScio  the  seventh  member  of  the 
board.  The  members  of  the  board  are  unpaid  but  are  entitled  to 
their  expenses  in  making  investigations  or  otherwise. 

The  board  is  wholly  independent  of  any  other  county  agency, 
except,  as  noted,  that  the  county  superintendent  of  the  poor  is  a 
member  ex-oSieio.  It  is  wholly  responsible  for  the  disbursing  of 
funds  appropriated  by  the  county  authorities  for  mothers'  pen- 
sions, but  allowances  may  not  be  for  a  longer  period  than  six 
months  without  renewal  and  may  not  exceed  the  amount  neees- 
^ary  to  pay  for  the  care  of  the  children  in  an  institution. 

Since  the  boards  of  child  welfare  in  Dutchess  and  Suffolk,  and 
the  child  walfare  department  in  Westchester  county  differ  some- 
what from  other  county  agencies,  a  brief  de^ription  of  each 
follows ; 

In  Dutchess  county  the  present  board  of  child  welfare 
which  was  created  in  1917  by  chapter  354  applying  only  to 
that  county  consists  of  ten  members  of  which  the  chairman 
of  the  board  of  supervisors,  two  members  of  the  board  of 
supervisors  designated  by  that  body,  and  the  superintendent 
of  the  poor  are  ex-oSicio  members.  The  remaining  six  mem- 
bers are  appointed  by  the  county  judge  for  terms  of  three 
years  each,  in  such  a  manner  that  two  members  retire  every 
three  years.  At  least  three  of  the  members  of  the  board  are 
women.  The  members  of  the  board  receive  no  compensation 
bnt  are  entitled  to  expenses.  This  board  has  fnll  and  com- 
plete   responsibility    for    all    relie(    of    children    destitute. 
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neglected,  delinquent,  defective  and  all  others  indading  those 
coming  within  the  provisions  of  the  mothers'  pension  aet. 
It  has  a  paid  director  and  staff  of  agents  and  clerical  em- 
ployeea. 

In  Suffolk  county  by  chapter  696  of  the  Laws  of  1921,  the 
former  county  board  of  child  welfare  was  abolished,  and  a 
new  board  of  seven  members  created,  of  which  the  county 
superintendent  of  the  poor,  and  two  members  of  the  board  of 
supervisora  designated  by  such  board  are  members  ex-ofGcio. 
Four  citizen  members  are  appointed  by  the  county  judge  in 
such  a  manner  that  the  term  of  one  member  shall  expire  each 
year.  This  board  has  full  responsibility  for  the  care  and 
supervision  of  dependent,  neglected,  destitute,  delinquent  and 
defective  children,  and  all  powers  and  duties  in  relation  to 
children  of  the  superintendent  of  the  poor  and  other  poor 
officers  have  been  transferred  to  the  board.  This  board  hasj 
not  yet  developed  a  special  technical  staff,  although  its  func- 
tions are  practically  the  same  as  those  of  the  Dutchess  county 
board. 

In  Westchester  county,  chapter  242  of  the  Laws  of  1916. 
provided  for  the  creation  of  the  office  of  commissioner  of  pub- 
lic welfare  with  all  the  powers  of  a  county  superintendent  of 
the  poor  as  well  as  many  others.  As  the  residt  of  this  cen- 
tralization of  welfare  activities  and  the  broad  powers  relative 
to  needy  children,  the  county  department  of  child  welfare 
under  the  direction  of  the  commissioner  of  welfare  came  into 
being.  The  law  provides  that  "the  commissioner  shall  per- 
form under  such  rules  and  r^ulations  as  the  board  of  super- 
visors may  adopt,  all  the  duties  prescribed  for  local  boards 
of  child  welfare." 

Separation  of  Ofaild  Welfare  Work 

The  creation  of  boards  of  child  welfare  thus  removed  from  the 
control  of  the  county  superintendents  of  the  poor  relief  work  hav- 
ing to  do  with  the  particular  group  of  dependent  children  consid- 
ered in  the  mothers'  pension  act.  It  left  with  them,  however,  all 
other  activities  relative  to  dependent  children.  It  was  soon 
apparent  that  it  would  be  a  decided  advantage  to  have  the  relief 
of  certain  other  dependent  children  under  one  administrative 
authority  and  so  in  1922  chapter  546  provided  that  boards  of 
supervisors  except  in  the  counties  of  New  York  city  and  the  coun- 
ties of  Dutchess  and  Suffolk  may  by  resolution  extend  the  powers 
of  boards  of  child  welfare  to  include  the  administration  of  relief 
for  dependent  children  generally,  dependent  children  being  defined 
as  children  actually  or  apparentily  under  the  apr«  of  sixteen  years 
who  through  no  neglect  on  the  part  of  parent  or  custodian  are 
destitute  or  homeless  or  in  a  state  of  want  or  suffering  doe  to 
laek  of  sufficient  food,  elothii^,  shelter,  medical  or  surgical  care. 
All  powers  and  duties  <^  raperinteodents  of  the  poor,  overseers 
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of  the  poor,  commisBioners  of  charities  or  welfare,  etc.,  relative  to 
such  children  were  b;  virtue  of  the  acceptance  of  boards  of  super- 
visors of  the  provieiona  of  the  act  veated  in  the  boards  of  child 
welfare.  The  board  as  provided  for  in  the  1922  act  is  of  seven 
nunebers,  five  of  whom  are  appointed  by  the  county  judge  for 
five  year  terms,  one  member  retiring  each  year.  The  remaining 
two  members  of  the  board  are  the  county  superintendent  of  the 
poor  and  either  the  chairman  of  the  board  of  supervisors  or  other 
member  designated  by  the  board.  The  powers  and  duties  of  the 
board  are  substantially  the  same  as  the  boards  created  by  the  act 
of  1915  with  respect  to  the  disbursement  of  funds  allotted  by 
boards  of  supervisors. 

Even  if  the  provisions  of  the  act  of  1922  are  accepted  generally 
by  boards  of  supervisors,  responsibility  for  the  care  of  dependent 
children  is  still  divided  between  the  boards  of  child  welfare  and 
county  superintendents  of  the  poor,  since  county  superintendents 
of  the  poor  are  still  responsible  for  the  care  of  those  dependent 
children  who  are  so  by  reason  of  neglect  of  parents  or  custodiana. 
The  law  of  1922,  as  noted,  defines  the  responsibility  of  the  board 
of  child  welfare  as  extending  to  children  in  need  through  vo  neg- 
1«4  OD  the  part  of  parent  or  custodian. 

Agents  and  Invmtigkton 

From  such  information  as  is  now  available  the  provisions  of  the 
act  of  1922  for  extending  the  powers  of  boards  of  child  welfare 
have  not  as  yet  been  accepted  by  any  county  boards  of  supervisors. 
In  the  six  counties  studied  child  welfare  work  is  administered  as 
follows:  In  £rie  county  the  administration  of  mothers'  pensions 
is  in  the  hands  of  a  board  of  child  welfare  with  executive  otBces 
in  the  city  of  Buffalo.  A  full-time  secretary  is  in  charge  of  this 
ofBce  with  a  corps  of  trained  women  investigators.  The  care  of 
other  dependent  children  is  provided  by  a  bureau  of  dependent 
children  in  the  OtRce  of  the  county  superintendent  of  the  poor 
which  office  is  under  the  administrative  supervision  of  the  oom- 
luisdoner  of  charities  and  corrections.  This  bureau  for  dependent 
children  has  a  full-time  woman  executive  in  charge  and  a  corps  of 
trained  social  workers.  In  Albany  county  there  is  also  a  board  of 
child  welfare  which  has  executive  offtces  in  the  county  building  at 
.41bany.  The  paid  woman  secretary  in  charge  of  the  oEBce  has  one 
clerieal  assistant.  All  other  activities  other  than  the  relief  of 
mothers  with  dependent  children  is  administered  by  the  oommis- 
Kioner  of  charities  of  consolidated  city  and  county  of  Albany 
ilepartment  of  charities  through  special  agents  for  child  welfare 
investigations  and  placement  of  children  in  homes  and  institutions. 
In  Stenben  connty  there  is  a  board  of  child  welfare  without  any 
paid  employees.  The  secretary  is  a  member  of  the  board  and 
unpaid,  and  the  only  ofSce  which  could  be  found  was  the  home  of 
the  secretary  who  was  sp«iding  the  summer  in  the  country  at  the 
time  of  the  examiner's  visit  and  could  not  be  seen.    In  Fnwklin 
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county  there  is  a  cooperating  committee  of  citizens  residents  of  the 
coonty  appointed  by  the  State  Charities  Aid.  The  county  ^pro- 
priates  $2,100  annually  for  the  salary  and  expenses  of  a  county 
agent  who  is  a  trained  social  worker  under  the  general  supervision 
of  the  county  superintendent  of  the  poor  in  ivhose  ofQce  she  hais 
her  quarters.  The  appropriation  of  the  board  of  supervisors  is 
furnished  as  required  by  the  county  treasurer  on  the  order  of  the 
trea.surer  of  the  children's  committee.  In  Sullivan  county,  the 
board  of  supervisors  has  made  an  appropriation  of  $1,200  for  a 
child  welfare  board  but  none  has  as  yet  been  appointed.  There 
was  formerly  (1914-15)  a  child  welfare  committee  appointed  as 
in  Franklin  county  by  the  State  Charities  Aid  Association,  but  this 
committee  resigned  for  some  reason  not  known  In  Jeffn^cn 
county  there  is  a  board  of  child  welfare,  but  no  appropriation  has 
as  yet  been  made  for  it  by  the  board  of  supervisors.  A  resolution 
requesting  a  total  appropriation  for  the  board  of  $5,600  was  intro- 
duced in  the  board  of  supervisors  and  referred  to  committee,  but 
apparently  no  action  was  taken  on  it. 

In  certain  counties  where  boards  of  child  welfare  have  not  been 
established  agreements  have  been  made  between  the  State  Charities 
Aid  Association  and  boards  of  supervisors  for  establishing  coopera- 
tion between  county  superintendents  of  the  poor  and  the  depart- 
ment of  county  agencies  of  the  State  Charities  Aid  Association. 
A  county  committee  of  public -spirited  citizens  is  selected  by  the 
State  Charities  Aid  and  this  committee  acts  as  an  aid  to  the  county 
superintendent.  Boards  of  supervisors  are  urged  to  make  appro- 
priations for  the  employment  of  county  agents  and  for  the  expense" 
of  the  committee.  Funds  for  such  purpose  are  appropriated  to  the 
county  committee  and  disbursed  by  its  treasurer.  This  plan  is  in 
effect  in  several  counties  where  county  boards  of  child  welfare  have 
not  yet  been  established. 

Child  Welfare  Expenses 

It  is  of  interest  in  this  connection  to  compare  the  allowances  for 
relief  and  the  operating  expenditures  of  county  boards  of  child 
welfare  in  their  relation  to  the  number  of  persons  aided.  Table  No. 
6,  presenting  this  information,  has  been  prepared  from  the  report 
of  the  State  Board  of  Charities  for  the  fiscal  period  July  1,  1920  — 
June  30,  1921. 

The  wide  variation  in  average  annual  allowance  per  child  is  not 
easily  explainable  from  the  facts  available.  The  law  defines  only 
the  maximum  of  allowance  which  shall  not  be  more  than  the  cost 
of  maintenance  of  the  child  or  children  in  an  institution.  It  is  of 
course  unfair  to  make  generalizati(»is  on  the  basis  of  the  limited 
local  study  given  to  this  problem  but  it  is  believed  that  the  wide 
variation  of  expenditure  for  mothers'  pensions  is  due  in  eon- 
.~:iderable  degree  to  differences  in  quality  of  administration.  The 
unpaid,  public-spirited  citizen  board  has  much  to  commend  it  from 
the  social  point  of  view;  it  is  not  so  commendable  from  the  admini- 
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strative  point  of  view.  Where  .the  niuober  of  children  coming 
witfa^  the  pnrview  of  the  board  is  small,  the  board  may  function 
well  because  the  demand  which  the  work  makes  on  members'  time 
is  not  considerable.  They  can  and  will  give  sufficient  time  to  the 
job.  When  the  number  of  cases  is  large,  the  board  is  forced  sooner 
or  later  to  maintain  special  ofBcee,  to  employ  a  paid  secretary'  and  a 
corps  of  investigatOHi.  When  this  happens  the  natural  result  is 
that  the  board  becomes  merely  an  advisory  board  in  fact.  The 
determinations  of  the  board  are  made  on  the  findings  and  recom- 
mendations of  its  paid  staff,  and  not  as  the  result  of  its  own 
observations.  In  a  sense  this  is  exactly  what  the  board  should  do 
and  yet  it  was  obviously  the  intent  of  the  law  that  the  members 
of  the  board  should  themselves  function  primarily  as  an  investigat- 
ing agency. 

This,  however,  is  certain  from  the  statistical  reports  of  the 
boards,  that  the  expenditure  for  allowances  to  mothers  with  depend- 
ent children  is  steadily  increasing  as  is  also  the  expenditure  for 
administration  of  such  allowances.  In  Erie  county  an  appropria- 
tion of  $175,000  for  the  current  year  had  to  be  increased  by  about 
$50,000  in  order  to  make  up  the  board's  deficit.  No  criticism  is 
offered  that  the  funds  of  the  boards  are  being  extravagantly  used 
but  certainly  the  independent  organization  of  the  boards  is  not 
conducive  to  administrative  economy  and  control. 

The  cost  of  administration  of  boards  of  child  welfare  is  generally 
low  averaging  only  about  five  per  cent  of  the  total  expenditure  of 
such  boards,  exclusive  of  the  City  of  New  York.  A  few  counties 
show  an  excessively  high  administrative  cost,  Lewis  with  49  per 
cent  for  administration,  Ontario  with  65  per  cent,  Saratoga  with 
18  per  cent,  Tioga  with  15  per  cent  In  the  main,  however, 
administrative  eosta  are  extraordinarily  low  owing  to  the  fact  that 
in  the  rural  counties  the  number  of  cases  handled  is  small  and  the 
board  is  not  put  under  the  necessity  of  employing  paid  agents. 
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Vjsitj  or  Separation? 

Since  it  is  sonnd  social  policy  and  the  accepted  and  approved 
administrative  policy  of  the  State  to  make  all  necessary  provision 
for  the  care  of  children,  the  chief  consideration  to  be  met  is  how 
such  State  policy  ehail  be  carried  out  locally,  utilizing  the  county 
as  a  unit.  The  State  has  already  gone  far  in  establishing  coonty 
boards  of  child  welfare  and  -in  permitting  boards  of  supervisors 
to  extend  the  jurisdiction  of  such  boards.  If  continued  along  this 
line,  the  next  logical  step  in  policy  is  to  turn  over  to  boards  of 
child  welfare  all  powers  and  duties  relative  to  children  now  vested 
in  county  poor  authorities.  That  is  apparently  what  the  State 
Charities  Aid  Association  and  other  interested  agencies  feel  is  the 
most  desirable  plan.  In  the  opinion  of  the  Committee  there  is. 
however,  no  justification  for  the  creation  of  new  and  independent 
agencies  to  deal  with  children  —  but  rather  every  reason  why 
responsibility  for  the  eare  of  dependent  children  should  be  central- 
ized in  a  county  department  which  has  full  responsibility  for  all 
relief  whether  of  children  or  adults.  To  consider  the  children 
independently  of  other  members  of  the  family  is  bound  to  result 
in  friction  between  the  agencies  concerned  and  such  friction  is 
already  evident  in  Erie  county  where  two  agencies,  the  bureau  of 
dependent  children  of  the  department  of  charities  and  corrections 
and  the  child  welfare  board  are  both  in  the  field.  There  seems  to 
be  no  reason  why  under  a  proper  organization  of  the  ofQce  of  count>' 
superintendent  of  the  poor  as  a  county  department  of  public  wel- 
fare, all  the  advantages  of  proper  investigation  and  relief  of  depend- 
ent children  can  not  be  provided  for  satisfactorily.  If  it  is  desirable 
that  there  be  a  cooperating  committee  of  re^onsible  citizens,  such 
committee  might  well  be  appointed  by  the  board  of  supervisors 
to  serve  only  in  an  advisory  capacity  without,  however,  any 
administrative  responsibility  whatever.  If  specially  trained  social 
workers  are  needed,  they  can  be  as  well  provided  and  as  well 
supervised  by  the  head  of  the  proposed  department  of  public  wel- 
fare as  by  an  independent  board  of  child  welfare. 

The  creation  of  county  boards  of  child  welfare  has  thrown  a 
considerably  added  burden  of  expense  upon  the  counties.  It  may 
be  argued,  and  with  reason,  that  child  welfare  boards  have  aceom- 
plished  better  results  in  the  eare  of  children  than  could  possibly 
be  secured  under  the  existing  organization  of  the  office  of  county 
superintendent  of  the  poor,  but  certainly  it  is  uneconomical  to  have 
two  agencies,  each  dealing  with  a  part  or  phase  of  a  general 
problem  which  is  really  one  from  an  administrative  point  of  view. 
In  Erie  county,  for  example,  it  appeared  that  the  work  now  being 
done  by  the  child  welfare  board  could  have  been  done  fully  as 
efficiently  by  the  bureau  of  dependent  children  of  the  department 
of  chantie.s  and  corrections  and  with  only  slightly  increased  staff. 
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0  — LOCAL  HEALTH  ABBONISTBATION 

The  Statofl  of  Local  Health  AdmipiHtratlon 

For  purposes  of  supervision  by  the  State  health  authority 
through  Ha  district  sanitary  supervisors,  the  territory  of  each 
connty  outside  of  the  first  class  cities  has  been  divided  into  pri- 
mary health  districts.  A  primary  health  district  may  comprise  a 
city  of  the  second  or  third  class,  a  town  or  a  village.  For  each 
such  primary  health  district,  except  those  cities  which  have  taken 
advanta^  of  special  "  home  rule  "  legislation  to  organize  their 
municipal  health  aer\'ices  otherwise,  the  Public  Health  Law  re- 
(|uires  that  there  shall  be  local  boards  of  health.  The  Public 
Health  Law  permits,  however,  several  primary  health  districts  to 
consolidate  on  the  request  of  the  city,  town  or  village  authorities 
concerned  and  with  the  approval  of  the  State  Commissioner  of 
Health.  The  law  provides  for  boards  of  health  for  such  consoli- 
dated districts  and  for  the  equitable  allocation  of  the  cost  of  health 
.service  therein  among  the  cities,  towns  and  villages  party  to  the 
consolidation. 

The  following  table  No.  7,  prepared  from  the  primary  district 
reports  of  the  Staiie  sanitary  supervisors  shows  the  general 
status  of  local  health  administration  in  the  six  coiuities  studied. 
Owing  to  the  fact  that  these  reports  were  in  several  instances 
incomplete  as  to  local  expenditures  for  health,  the  figures  here 
given  include  estimates  for  several  towns  and  villages.  Such  esti- 
mates have  been  based  on  an  expenditure  of  10  cents  per  capita 
per  annum  for  such  towns  and  villages,  using  the  population 
figures  as  given  in  the  reports,  since  the  Public  Health  Law 
requires  that  in  towns  and  villages  of  8,000  population  or  less 
the  health  officer  shall  receive  compensation  equivalent  to  10  cents 
per  capita  per  annum  using  the  figures  of  the  latest  federal  or 
State  census.  The  population  figures  reported  have  not  in  the 
majority  of  instances  been  adjusted  to  the  most  recent  census,  but 
the  discrepancies  are  so  slight  as  to  make  relatively  little  difference 
in  determining  per  capita  expendittires.  The  reports  also  call  for 
a  statement  of  expenditures  for  the  "  last  fiscal  year." 

Since  some  of  the  reports  are  dated  1920  and  others  1921,  it  is 
obvious  that  "  last  fiscal  year  "  in  some  instances  refers  to  1919 
and  in  others  to  1920.  The  summary  is,  therefore,  not  to  he  ac- 
'cepted  as  r^resenting  an  accurate  comparison  of  health  admin^ 
istrative  costs  in  the  various  districts.  It  is,  however,  sufficiently 
accurate  for  the  purposes  of  this  discussion. 

It  will  be  noted  in  the  summary  that  in  two  of  the  counties 
studied,  namely,  Albany  and  Sullivan,  no  consolidations  of  pri- 
mary districts  have  been  made.  In  Jefferson  county  14  town  and 
village  primary  districts  have  been  consolidated  in  7  health 
administrative  unitB ;  in  Erie  county  15  towns  and  villages  out  of 
41  primary  districts  have  been  consolidated  in  7;  in  Franklin 
county  4  primary  districts  out  of  22  have  been  consolidated  in  2 ; 
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and  in  Steuben  county  9  primary  districts  have  been 
in  4.  As  r^ards  consoUdation  of  local  primary  dii 
situation  in  the  counties  studied  may  be  accepted  as  i 
that  in  the  other  counties  of  the  State.  Excepting  I 
solidations  as  those  described  and  the  eonsolldation  of  sev< 
and  villages  of  the  Lake  George  watershed  in  Warreii,  Wi 
and  Essex  counties  as  the  Lahe  Gkoi^  health  district, 
particularly  defined  in  the  Public  Health  Law,  each  d 
and  village  of  the  county  constitutes  an  independent  healtl 

DifBcnlties  of  Obtaining  Adequate  Health  Control  Vnder 
Plan 

The  State  has  recognized  the  difficulty  of  securing  i 
local  health  administration  under  the  esisting  plan  t 
attempted  from  time  to  time  to  provide  opportunity 
authorities  of  the  city,  town,  village  and  county  to  eoopi 
obtaining  it.  Cities  of  all  three  classes  are  now  permitted 
special  laws,  to  organize  and  develop  their  health  work  ■ 
they  see  fit.  Primary  health  districts  may  be  coasoUdated' 
local  go%'ernments  if  they  choose.  Chapter  509  of  the  lA 
1921  gives  the  county  board  of  supervisors  authority  t< 
solidate  all  or  any  part  of  the  county  in  a  "  general  heall 
triet  with  a  full-time  health  ofBcer  therefor,"  and  it  also  pi 
the  board  of  supervisors  to  consolidate  with  adjoining  healtl 
tricts  any  local  districts.  But  even  with  the  opporfnnity  i 
local  governments  now  have  to  secure  improved  health  servin 
with  constant  supervision  of  local  health  units  by  the  State 
tary  supervisors,  local  health  administration  is  still  incomp 
to  carry  out  satisfactorily  the  health  prc^ram  of  the  State  i 
local  districts.  Responsibility  for  local  health  admi]ustrati( 
towns  and  villages  is,  in  the  majority  of  instances,  stiU  vest* 
local  boards  of  health  which  from  the  very  natiu-e  of 
selection  are  not  qnalified  by  experience  or  otherwise  to  d 
health  matters.  In  the  towns,  the  town  board,  and  in  the  vill 
the  village  hoard  of  trustees  function  as  boards  of  health 
board  of  health  so  constituted  certainly  affords  no  guarant* 
competence  in  health  administration  which  is  a  matter  so  hj 
technical.  Each  town  or  village  has,  it  is  true,  a  presumedly 
petent  physician  health  officer,  but  since  the  Public  Health 
provides  that  in  cities,  towns  and  villages  of  8,000  populi 
or  less,  Ihe  health  officer  shall  be  paid  not  less  than  the  equivi 
of  10  cents  per  capita  per  annum,  and  since  this  allowam 
rarely  exceeded  by  the  local  authorities,  the  minimum  pay  ol 
average  local  health  officer  is  not  such  as  to  guarantee  more  ■ 
the  minimum  of  service.  The  health  ofBoers  are,  witb  few  es 
tions,  practicing  physicians  in  their  communities)  and  the  ami 
of  public  service  which  may  be  obtained  from  them  is  <; 
naturally  contii^ent  upon  the  demands  of  their  private  prac 
This  is  not  to  say  that  they  are  not  worthy  of  their  hire,  beci 
it  is  certainly  true  that  few  other  local  public  officers  give  o 
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itfi*  dollar  of  salary  than  do  the  local  health  ofBeers.  The 
liii'it,  howe\'er,  that  the  health  ofBcerE  muat  combine  private 
w-  with  public  health  aervice  is  itself  a  strong  a^nment 
jf~the  present  syHtem,  The  health  ot&eer  is  by  virtue  of  his 
k  reed  into  positions  as  an  official  which  militate  against  the 
iiri  success  of  his  private  work.  If  he  is  a  fearless  official 
f  idiely  to  lose  some  of  his  private  practice ;  if  he  is  a  timid 
r  :be  cannot  be  a  successful  health  officer. 

all  of  a  Co-ordinated  County  HealUi  Seirvice 
illtw  coKt  of  bealth  administration  in  the  State  is  a  main 
ve,  no  criticism  can  be  made  of  the  present  plan.  Unques- 
■tf,  the  consolidation  of  loeal  health  units  or  the  creation 
Fneral  health  district  as  authorized  in  chapter  509  of  the 
.if  1921  will  increase  the  cost  of  local  health  service.  Health 
iitures  almost  invariably  increase  as  the  size  of  the  adminis- 
.!  unit  increases.  The  per  capita  for  consolidated  he^h  dis- 
-js  ^eater  than  that  of  unconsolidated  districts,  as  will  be 
from  review  of  the  preceding  table.  But  real  economy  in 
I  bealth  administration  is  not  to  be  brought  about  in  the 
of  Xew  York  by  reduction  of  expenditures  for  health  and 
erpetuation  of  a  system  of  local  administration  which  is  eon- 
je,  as  the  present  one  undoubtedly  is,  to  low  cost.  Economy 
Ifficiency  of  health  services  can  be  brought  about  only  by  the 
lopment  of  a  health  service  in  loeal  communities  which  will 
iively  carry  out  the  State's  program  of  disease  prevention. 
the  development  of  such  a  service,  two  steps  seem  to  be 
tial: 

1.  The  consolidation  of  all  local  health  units  of  the  county, 
exclusive  of  cities,  in  a  county  health  district  with  such  few 
local  subordinate  districts  as  may  be  necessary. 

2.  The  employment  by  the  head  of  the  county  government 
3f  a  full-time,  competent,  adequately  paid  health  officer  with 
ihe  necessary  staff;  who  shall  be  directly  responsible  to  the 
Kead  of  the  county  government  without  a  board  of  health 
intervening. 

f  sdoption  by  the  boards  of  supervisors  of  the  county  of  the 
lission  given  them  by  chapter  509  of  the  Laws  of  1921  will 
meet  these  requirements.  This  law  is  obviously  a  com- 
liw.  It  continues  existing  loeal  bealth  districts  as  they  are 
established  with  their  local  boards  and  part-time  physician 
h  officers.  It  creates  a  new  agency,  namely,  a  general  district 
1  of  health,  appointed  by  the  superviaorB  and  provides  for 
ippointm«it  of  a  general  district  health  officer  by  such  board 
'allh.  In  short,  it  merely  superimposes  over  the  existing  plan 
ealth  administration  a  new  agency  which  will  increase  the 
of  county  government  considerably  without  giving  any  sub- 
lially  greater  guarantee  of  efficient  local  health  administration 
was  given  prior  to  the  enactment  of  this  law.    The  law  does, 
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it  is  true,  permit  the  board  of  supervisors  to  eonsoUd^e  loeal 
primai7  districts  as  it  may  choose,  but  any  <me  familiar  with  the 
operations  of  boards  of  sapervisors  knows  that  the  board  of  mper- 
visors  is  not  likely  to  take  any  action  which  the  towns  and  viUagea 
tfaemBelTes  might  oppose.  Under  the  Pnblie  Health  Law  of  the 
State  the  town  and  village  authorities  have  had  ample  oppcntonity 
for  several  years  to  consolidate  into  larger  health  districts.  They 
have  not  done  so,  as  has  been  pointed  out,  except  in  relative^ 
few  cases,  probably  because  they  preferred  to  preserve  their  own 
administrative  identity  and  appoint  their  own  health  oflftcers  and 
staff.  Local  political  interests  are  almost  iavari^ly  against  such 
consolidations.  They  would  continue  to  be  against  it  even  though 
the  board  of  supervisors  of  the  county,  instead  of  their  own  town 
and  village  boards,  were  made  responsible  tot  effecting  consolida- 
tions, and  political  influence  can  he  as  readily  brought  to  bear  in 
boards  of  supervisors  as  upon  town  and  village  boards. 

To  be  really  effective  any  reoi^anization  of  the  local  health 
services  of  the  State  must,  it  is  believed,  be  State<wide  in  its  appli- 
cation. To  be  8tate-wide  in  its  application,  legislation  for  such 
reorganization  would  need  to  be  mandatory  rather  than  optitHial 
with  local  or  county  government  heads.  It  is  conceded  by  health 
authorities  generally  that  the  county  is  the  logical  unit  of  State 
health  administration,  and  in  the  majority  of  states  it  is  the 
adopted  unit.  The  county  as  the  health  unit  is  particularly 
adapted  to  New  York  State  because  of  the  fact  that  in  this  State 
the  county  has  an  economic  and  social  solidarity. 

Short  of  such  a  State-wide  reoi^anization  of  local  health  aervioes 
applicable  without  option  to  all  counties,  improvement  in  local 
health  administration  will  be  sporadic,  occasional  and  dow  in 
progress  because  of  conBicting  local  political  interests.  The  diffi- 
culty of  drafting  such  mandatory  legislation  with  respect  to  the 
organization  of  local  health  services  which  will  do  no  violation  to 
sentiment  for  local  autonomy  is  recognized,  but  this  difBculty  is 
not  an  insurmountable  one.  The  protection  of  the  health  of  its 
citizens  is  an  obligation  upon  the  State,  and  it  is,  therefore,  within 
the  province  of  the  State  to  establish  certain  minimal  require- 
ments as  to  local  health  service.  It  can  with  propriety,  and  should 
insist  upon  uniformity  of  health  service  in  so  far  as  these  minimal 
regairements  are  concerned,  and  at  the  same  time  leave  ample 
opportunity  for  the  self-expression  of  local  communities. 

Oounty  Baoteriologioal  Laboratories 

Boards  of  supervisors  have  power  to  establish  county  bacteri- 
ological laboratories,  to  appoint  the  necessary  bacteriologist  and 
assistants  and  fix  their  compensation,  or  they  may  make  contracts 
with  other  counties  having  such  laboratories  or  with  cities  having 
laboratories.  In  only  one  of  the  counties  studied  was  there  an 
independent  county  bacteriologist  —  namely,  Steuben  county. 
There  the  bacteriologist,  who  is  a  practicing  physician,  receives 
$1,885  a  year  salary,  and  an  assistant  $1,080,    Special  offices  are 


ih,Coo^^Ic 


Taxation  and  Ketbenchment  91 

provided  and  maintained  in  part  by  the  county  and  in  part  by 
ib«  bacteriologist  himself.  He  is  permitted  to  charge  fees  for 
such  work  as  he  cares  to  do  for  private  agencies  or  individuals, 
and  these  fees  amonnt,  he  states,  to  approximately  $900  a  year. 
He  makes  no  report  on  fees  received.  The  total  expenditure  for 
county  laboratoi^  in  1921  was,  according  to  the  county  treasur- 
er's report,  $5,107.10 

No  criticism  is  made  of  the  procedure  of  administration  of  the 
county  bacteriologist's  ofBce  under  the  existing  plan  of  county 
(rovemment.  If,  however,  a  county  bureau  of  health  is  estab- 
lished under  the  county  department  of  public  welfare  recom- 
mended by  the  Committee,  the  county  laboratories,  when  estab- 
lished, should  be  under  the  administrative  supervision  of  the 
director  of  the  county  health  bureau. 

A  Plan  for  Oonnty  Health  Administration 

Having  in  mind  the  fact  that  the  local  health  problem  is  pri- 
marily one  of  securing  more  adequate  health  service  in  the  counties 
outside  of  the  cities,  the  following  recommendations  are  offered  by 
this  Committee  on  the  basis  of  the  evidence  placed  before  it: 

1.  That  existing  independent  town  and  village  and  con- 
solidated town  and  viUage  boards  of  health  be  abolished '  and 
that  ultimate  respon»bility  for  health  administration  in  the 
areas  concerned  be  vest«d  in  a  county  bureau  of  health  which 
shall  be  a  bureau  of  a  county  department  of  public  welfare 
under  a  commissioner  of  public  welfare  appointed  by  the 
board  of  supervisors  or  head  of  the  county  government. 

2.  That  the  oomnussioner  of  public  welfare  appoint,  with 
the  approval  of  the  board  of  supervisors  or  head  of  the  county 
government,  a  full-time  county  health  director  who  shall  be 
directly  responsible  to  the  commissioner  of  public  welfare 
without  the  intervention  of  a  board  of  health.  The  qualifica- 
tions, minimum  compensation  and  tenure  of  such  health 
officer  or  director  should  be  expressly  stated  in  the  law. 

3.  That  for  purposes  of  administration  by  the  proposed 
county  health  commissioner  or  director,  the  board  of  super- 
visors or  head  of  the  county  government  divide  the  county 
into  ctmvenient  local  dratricU,  as  few  as  possible,  taking  into 
consideration  the  area  of  the  county,  distribution  of  popula- 
tion, and  such  other  factors  as  may  have  a  bearing  on  the 
proper  division  of  local  administrative  responsibility. 

4.  That  a  full  time  health  officer  be  appointed  by  the  board 
of  supervisors  for  each  local  district,  such  health  officer  to  be 
directlv  responsible  to  the  county  health  director.  No  district 
boards"  of   health   should   be   appointed.     The  qualifications, 


-1  deflnri  for   the  purpose  of  aecuriiig  adeqiiaU  central   i 
Uk*  George  watershed. 
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mioiraam  eompensation  and  tenure  of  the  district  health 
officers  should  be  defijoed  by  law.  Exertion  to  the  full-time 
requireme&t  of  the  health  officer 'a  serviee  might  need  to  be 
Blade  in  larger  counties  where  a  small  populati<m  is  tliinly 
distributed  and  the  difficulties  of  transportatton  are  great. 
Since  one  of  the  chief  aims  of  the  program  here  outlined  is  to 
abolish  part-time  service,  exceptitms  to  the  n^e  should  be 
permitted  only  where  it  would  be  obviously  impossible  to 
create  districts  large  enough  in  population  and  smaU  enough 
territorily  to  varrant  the  full-time  requirement. 

Advantages  of  Central  Ooitn^  Ootttrol 

The  advantages  of  such  a  plan  are  many.  First,  it  centers 
responsibility  for  the  health  work  of  the  county  in  a  single  com- 
petent full-time  county  officer  under  the  direct  CMitnd  of  the 
county  government.  Second,  it  eliminates  all  part-time,  unpaid. 
inexperienced  local  boards  of  health  and  part-time,  inadequately 
paid  local  physician  health  officers.  Third,  it  makes  possible  ■■] 
more  satisfactory  super\'ision  of  local  health  services  by  the  district 
sanitary  supervisor.  Instead  of  a  score  or  more  of  local  health  di-- 
tricts  in  each  county,  the  sanitary  supervisor  would  have  a  much 
smaller  number  under  his  supervision.  This  might  perhaps  permit 
a  reduction  in  the  number  of  the  State  district  sanitary  supervisors. 
Fourth,  the  plan  sv^ested  would  permit  the  centering  of  all 
responsibility  for  local  town  and  village  vital  statistics  regristra- 
tion  in  the  full-time  district  health  offieers  who  should  be  desig- 
nated as  local  registrars.  As  now  established,  each  city,  each 
■town,  each  incorporated  village  constitutes  a  primary  registration 
district.  These  local  registrars  are  not  necessarily  the  local  health 
(^cers,  and  in  many  distrrcts  town  and  village  clerks  are  ap- 
pointed by  the  local  governing  board  as  registrare.  Finally,  it 
would  permit  the  development  of  a  comprehensive  county  health 
unit  which  might  bring  together  under  central  competent  direc- 
tion certain  related  health  activities  of  the  county  now  (^>erating 
independently  under  the  general  control  of  the  board  of  super- 
visors. For  example,  the  county  bacteriological  laboratories, 
where  established,  should  be  placed  under  the  direction  of  the 
county  health  director.  The  county  tuberculosis  hospitals  night 
also  be  placed  under  the  directiwi  of  the  county  health  oEBceni 
and  the  administrative  responfiibilities  of  local  boards  of  managers 
thereof  transferred  to  the  county  commissioner  or  director  of 
health. 

Whether  such  a  county  health  unit  should  be  estaUished  as  an 
independent  department,  or  as  a  bureau  of  8  county  department 
of  public  welfare,  is  a  matter  to  be  determined  somewhat  by 
organization  of  the  eovmty  government  as  a  whole.  Where  there 
is  or  shall  be  established  a  well  organized  county  department  of 
public  welfare,  as  in  Westchester  county,  it  would  be  advisable 
to  establish  such  a  county  health  unit  as  a  bureau  of  the  existing 
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departzn^tt.  If  general  reoif^anieation  of  county  government  on 
the  departmental  basis  should  result  from  the  woA  of  the  com- 
mittee, it  is  believed  that  all  health  and  welfare  activities  of  the 
county  should  be  centered  in  a  department  of  public  -welfare 
because  of  the  intimate  relationship  existing  between  the  health 
and  social  welfare  activities  of  the  county. 

Application  of  SngGTMted  Plan 

How  the  plan  suggested  here  would  apply  to  the  six  counties 
studied  may  be  of  interest. 

Erie  county  has  a  population  of  98,805,  exclusive  of  the  cities 
of  Buffalo,  Lackawanna  and  Tonawanda  and  the  Indian  reserva- 
tions. The  present  cost  of  health  administratifw  in  the  area 
including  this  population  is  approximately  $17,000  a  year  accord- 
ing to  such  reports  as  have  been  furnished  by  the  State  health 
authority.  Under  the  central  county  admlniBtrative  plan  recmn- 
mended,  this  sum  would  be  sufficient  to  provide  the  salary  for  a 
fvUl'time  county  health  director  and  the  necessary  olerical  staff, 
and  perhaps  the  salaries  of  three  fuIUtime  local  district  health 
oflScers  to  assist  him.  It  is  probable,  however,  that  the  cost  of 
healtii  administratiCHi  in  the  county  would  be  increased  as  there 
are  several  large  towns  in  the  county  which  should  have  more 
adequate  supervisioQ. 

in  Albany  ccmnty  the  population  esdusive  of  the  cities  of 
Albany,  Watervliet  and  Coboes  is  33,702.  It  costs  about  $3,500 
a  year  to  administer  health  aerviee  in  the  coimty  outside  of  the 
cities.  About  all  that  would  be  required  in  this  case  owing  to  the 
smjtll  area  and  population  of  the  county  would  be  a  angle  county 
health  director  with  poaaibly  a  clerical  assistant  and  one  district 
health  officer.  The  cost  of  central  administration  would  no  doubt 
be  higher  than  the  cost  of  ousting  local  administration  as  the 
salary  of  the  county  health  director  alone  should  be  in  the 
nei^borhood  of  $3,500.  For  $10,000  it  would,  however,  be  pos- 
sible to  provide  a  reasonably  efficient  county  service. 

In  Steuben  county  the  population,  exclusive  of  the  cities  of 
Homdl  and  Coming  is  49,782.  The  present  cost  of  administra- 
tion of  health  in  thi«  pf^nlatimi  area  is  about  $6,500.  A  county 
health  director  would  probably  require  two  local  district  health 
officers  preferably  on  full  time.  Steuben  county  is  a  comparatively 
large  county  with  several  large  towns  of  which  Bath  is  the  lai^eat. 
The  connty  is,  however,  well  provided  with  good  highways  which 
make  it  possible  to  cover  a  large  area  with  a  relatively  small  force, 
utilizing  Bath  as  a  center.  The  cost  of  administration  under  the 
central  plan  would  be  probably  double  the  present  cost  or  about 
«13,000. 

Sullivan  county  counts  a  population  of  33,163  and  has  no  cities, 
but  many  large  towns  which,  owing  to  the  character  of  recent 
development  and  their  large  number  of  hotels  and  boarding  houses, 
are  maeh  in  need  of  better  health  service.    The  county  is  a  large 
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one  but  the  lai^  towns  are  easily  reached.  In  this  county  a  singli' 
fiiU-time  county  health  officer  with  possibly  one  district  health 
officer  could  do  all  that  is  required.  The  cost  oC  present  heatlh 
administration  is  about  $7,000  annually.  Ten  thousand  dollar- 
would  probably  be  required  under  the  plan  recommended. 

In  Franklin  county  there  is  a  population,  exclusive  of  Indiai: 
reservations,  of  42,525.  Malone  is  by  far  the  largest  town.  Th.' 
area  of  the  county  is  considerable,  however,  and  the  difBcultieK  of 
transportation  great.  In  this  county  there  would  probably  b' 
needed  in  addition  to  the  county  director,  who  should  be  locate<: 
in  Malone,  two  sub-district  health  officers,  preferably  on  full  timi-. 
The  present  cost  of  health  administration  is  about  $10,500  annu- 
ally. An  increase  of  about  $3,000  would  be  needed  to  pro\-ide  for 
the  service  desired. 

In  Jefferson  county  there  is  a  population,  exduuve  of  the  city 
of  Watertown,  of  50,965.  The  towns  are  large  but  the  faeilitie^ 
for  transportation,  except  in  winter,  are  good.  A  full-time  health 
director  with  two  subdistrict  officers  would  probably  be  necessary. 
The  present  coat  of  health  administration  outside  of  Watertown 
is  about  $5,000  annually.  About  $15,000  would  be  reqoireil 
tinder  the  cectral  plan. 

It  is  obvious  that  the  adoption  of  this  central  health  adminis- 
tration would  mean  a  considerable  increase  in  cost.  Thirty  cent^ 
would  be  a  reasonable  minimtun  per  capita  expenditure  for  health 
administration  in  the  county  outmde  of  the  cities.  The  most  seri- 
ous problem  in  health  control  is  that  of  communicable  diseases. 
According  to  a  recent  statement  emanating  from  the  State  Health 
Department  comparison  of  deaths  from  oommonicable  diseases 
witii  reported  cases  in  New  York  State  outside  of  New  York  Cit>' 
shows  that  over  50  per  cent  of  fatal  oases  of  communicable  dis- 
eases were  unreported  to  health  anthorities.  If  this  be  true  of 
fatal  cases,  the  Bituation  with  regard  to  the  less  serious  ones  which 
are  more  likely  even  to  spread  disease  because  unrecognized  is  an 
extremely  serious  one.  No  great  change  can  be  made  in  this  aitna- 
tion  withont  a  better  directed  campaign  for  control  among  phy- 
sicians and  people  generally,  and  the  fixing  of  responsibility  for 
such  campaign  on  an  authority  able  to  exercise  it.  What  ineffi- 
cient disease  prevention  now  costs  the  State  would  pay  tike  cost 
of  efficient  service  ten  times  over. 

Sxcept  for  the  additional  cost  for  the  salaries  of  fall-time 
health  ofBcers  and  the  necessary  clerical  assistance  for  them,  no 
great  increase  over  existing  service  is  necessary  at  once.  The 
consolidation  of  county  nursing  services,  tuberculosis  sanitoria. 
county  bacteriological  laboratories,  vital  statistics  work,  etc.,  could 
be  accomplished  without  added  cost.  These  services  would  be 
transferrnl  as  they  stand  and  their  unification  will  resalt  not 
only  in  better  service  but  in  real  economy. 


Do,i,,-c,ih,.Googlc 


Taxation  and  Bbtbekchhent 


D  — OOUNTY  TUBEBOULOBia  HOSPITALS 

Statu*  of  Ootuity  Bwioa 

The  following  table  prepared  from  the  report  of  the  State 
Charities  Aid  Association  for  May,  1922,  shows  the  present  status 
of  tnbercolosis  hospital  service  in  the  57  counties  of  the  State 
outside  of  New  York  City : 

1  —  Thirty-three  have  tuberculosis  hospitals: 
CbautauqiM  Otwego  Schenectady 
CmttaruigaB  .T«ffer*oa  AttMiny* 
Erie"  HerkiniM  UUUr 
Himgutti  OtMldft*  Oraan* 
Monroa  CaiMMiigo  Itockuuid 
OatArio  Broom*  RensMU«r 
Steuten  Delaware  Columbia 
Clmnni^  Otiego  DiitcheM* 
ToniAiiu  FuRon  WMtdieiUr* 
CayngM*  Montgomery  Nmmu 
Ontnidaga  Skrmto^  Suffolk 

Of  the  above,  those  not  starred  (26)  maintain  independent  county 
sanatoria,  while  Uie  remainder  (7)  provide  for  cases  in  oonneotioQ 
with  other  county  institutions  or  in  city  hospitals  within  the 
county. 

2  —  Three  counties  need  hospitals: 
St.  LawrenM 

Madiwm 
Warren 

These  counties  make  some  use  of  the  hospitals  of  adjacent  counties. 

3  —  Nineteen  counties  need  hospital  provisions  in  connec- 
tion with  general,  county,  city,  or  private  hospitals: 

OtImim  Cortlaud 

G«iMaM  Lewis 

Wyoming  Clinton 

Liringaton  Em«x 

Allegany  Waahington 

Wayne  8ch<rfiaHe 

TatM  OrMBB 

Seknyler  Snllinn 

'  SeoMft  Putnam 

Tiog* 

Popolatitm,  assessed  valuation  and  number  of  cases  are  too  small 
to  jnsti^  tubereolosis  hospitals. 

4  —  In  one  county,  county  cases  are  cared  for  in  private 
sanitoria: 

Franklin. 

5  —  In  one  eoonty  the  population  is  too  small  to  justify 
either  a  tuberculosis  or  general  hospital : 

Hamilton. 
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The  twenty ^x  independent  tuberculosis  sanatoria  are  under  the 
administratien  of  boards  of  managers  appointed  by  boards  of 
supervisors.  Such  boards  of  managers  are  completely  respon- 
sible for  the  msintenance  and  control  of  the  county  hospitals. 
They  appoint  the  superintendent  and  all  other  employees,  and 
disburse  as  they  may  see  fit  the  funds  allotted  to  them  by  boards 
of  supervisors. 

It  is  required  by  law  that  the  board  of  supervisors  of  every 
county  having  a  population  of  35,000  and  over  shall  establish  a 
county  hospital  for  tuberculosis  unless  there  already  exists  in  the 
county  a  hospital  or  institution  provided  by  the  county  or  other 
authority  and  caring  for  tuberculous  patients  which  is  approved 
by  the  State  Commissioner  of  Health.  The  board  of  super\''isors 
may  also  enter  into  a  contract  with  the  board  of  super^-isoi*  of 
an  adjoining  county  having  a  tuberculosis  hospital,  or  it  may 
join  with  one  or  more  counties  in  the  establishment  and  main- 
tenance of  a  tuberculosis  hospital.  Boards  of  supervisors  have, 
however,  generally  preferred  to  act  independently. 

Of  the  six  counties  studied,  Erie  county  provides  tor  its  tuber- 
culou.s  patients  in  the  municipal  hospitals  of  the  city  of  Buffalo: 
Albany  county  has  a  contract  with  the  Albany  City  Hospital,  a 
private  institution,  and  wttii  the  Central  Federation  of  Labor 
which  maintains  a  small  tuberculosis  pavilion;  Franklin  and  Sul- 
livan counties  make  provision  for  their  tuberculous  patients  in 
the  private  sanatoria  and  boarding  home  of  the  county;  Steuben 
county  and  Jefferson  county  maintain  their  own  county  hospitals 
for  tuberculosis.  The  services  of  the  State  sanatorium  at  Ray- 
brook  are  available  to  all  counties  and  are  utilized  for  incipient 
eases.  Neither  of  tbe  two  counties  having  their  own  tuberculosis 
hospitals  has  as  yet  provided  sufficient  capacity  to  meet  the  ac- 
cepted ratio  of  one  hospital  bed  for  each  death,  considering  the 
average  deaths  per  annum  in  a  preceding  five-year  period.  Con- 
sideration is  already  being  given  to  enlar^ment  of  these  two 
plants. 

Largfer  Hospital  Districts  Beoommended 

This  brings  up  the  whole  question  of  the  establishment  of 
county  hospitals  on  the  county  population  basis.  In  the  opinion 
of  the  Committee  this  is  an  unsatisfactory  basis.  It  results  in 
the  erection  of  small  hospitals  which  are  soon  found  to  be  inade- 
quate as  to  capacity  and  because  of  small  capacity  relatively 
costly  to  build  and  operate.  One  hospital  for  one  hundred  pa- 
tients can  be  built  and  operated  at  much  lower  cost  than  tivo 
ho-spitals  of  fifty  beds  each.  Furthermore,  it  can  be  operated 
more  efficiently  because  it  is  able  to  attract  a  higher  type  of  execu- 
tive and  provide  a  better  equipped  service.  A  good  illustration 
of  the  uneconomic  construction  of  county  hospital  is  to  be  found 
in  Steuben  county.  The  Pleasant  Valley  Sanitorinm  near  Bath 
was  established  at  a  cost  for  buildings  and  grounds  ot  about 
$60,000.  It  accommodates  twenty-eight  patients  well,  although 
at  times  it  has  been  overcrowded  with  forty-one  patients.     The 
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payroll  of  this  hospital,  according  to  the  reports  of  the  State 
Board  of  Charities  for  the  year  1920-21,  was  $11,508.98.  With 
eery  slight  increase  of  payroll,  a  hospital  of  twice  the  capacity 
^ould.  be  maintained.  Such  a  very  Bmall  hospital  must  invariab^ 
bave  a  high  overhead  because  no  matter  how  small  the  hospital 
there  is  a  certain  minimum  staff  which  must  be  provided  and  Hie 
salaries  paid  in  executive  positions  do  not  decrease  in  direct  pro- 
portion to  the  capacity  of  the  institution. 

In  the  opinion  of  the  Committee  the  establishment  of  new 
connty  hospitals  and  additions  to  capacity  of  existing  hospitals 
should  be  determined  on  other  than  a  county  population  basis. 
It  would  be  preferable  to  divide  the  State  into  districts,  takii^ 
into  consideration  not  only  area  and  population,  but  also  what  is 
perhaps  more  important,  the  average  annual  death  rate  from 
tuberculosis  in  such  an  area.  If,  for  example,  instead  of  makii^ 
a  slight  increase  in  the  capacity  of  the  Jefferson  and  Steuben 
country  hospitals,  such  increase  could  be  provided  as  to  make  the 
capacity  of  these  institutions  adequate  for  the  uses  of  a  much 
larger  district  comprising  several  adjacent  counties,  and  the  cost 
distributed  among  them,  the  burden  on  any  one  county  would  be 
slight. 

The  establishment  of  such  larger  hospital  districts  and  the 
encouragement  where  possible  of  the  establishment  in  already 
existing  private  and  municipal  hospitals  of  tuberculosis  pavilions 
to  be  made  available  for  county  use,  would,  it  is  believed,  help 
considerably  to  reduce  the  burden  on  the  counties.  There  is 
decided  advantage  in  utilizing  a  large  general  hospital  for  tuber- 
culosis care,  in  special  wards,  or  pavilions  of  course.  The  gen- 
eral hospital  has  at  its  command  a  corps  of  physician  specialists. 
It  has  as  a  rule  all  the  varied  types  of  special  equipment  and  on 
the  whole  can  provide  a  better  medical  service  than  the  indepen- 
dent special  tuberculosis  hospital  can  give. 

Patient  Day  Costs  in  Relation  to  Qoantity  of  Service 

The  following  table,  No.  8,  showing  the  patient  day  cost  of 
maintenance  in  the  twenty-six  independent  county  tuberculosis 
hospitals  as  prepared  from  the  reports  of  the  State  Board  of 
Charities  for  the  fiscal  period  July  1,  1920— June  30,  1921,  is 
interesting  although  certain  of  the  facts  exhibited  are  not  to  be 
explained  completely  without  more  detailed  study  of  local 
conditions. 

The  average  patient  day  cost  for  maintenance  in  the  twenty-six 
taberculosiB  hospitals  is  $3.04.  From  the  following  table  it  will 
be  noted  that  in  the  main  the  patient  day  costs  above  the  average 
are  of  those  tuberculosis  hospitals  furnishing  the  least  service, 
that  is,  those  having  the  lowest  number  of  total  days'  treatment. 
Marked  exceptions  to  this  are  Onondaga  and  Monroe  counties. 
In  general  the  figures  here  given  tend  to  bear  out  the  statement 
previously  made  that  patient  day  costs  in  the  small  capacity 
hoapit^  are  relatively  higher  than  those  in  the  large  capacity 
7 
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hospitals.  This  fact  doubtless  ezplalna  the  statement  made  to  tin 
Committee  by  Mr.  C,  G,  Chaney  of  the  St.  Lawrenee  county  boan: 
of  supervisors  that  the  maintenance  of  a  coanl7  san&tonuin  wonlc 
cost  St.  Lawrence  county  two  or  three  times  as  much  as  the  eount; 
was  paying  for  caring  for  its  tubercular  patients  in  privait 
hospital  and  in  the  sanatoria  of  other  counties. 

TABLE   NO.    S 

Dag*  Treatment  and  Patient  Doy  Coat  for  Maintenance  County  Tubvrvuloti' 

HoKpilalM  —  July  1,   1020^  June  30,  1921 

FAtient 

Total  Days'  Da;  Cost 

County                                                          TrefttnHUt  Haintenftiice 

ChautauquA   6,3»t  M  71 

Herkimer    8,110  4  SS 

Delaware    4,7W  4  24 

Nassau    17,4&Z  4  09 

Ro<*land     9,4)»  $89 

Columbia    6,«1  3  77 

OnoDda^    37,810  3  68 

Cattaraugus  7,786  3  37 

Pulton  7,313  3  30 

Saratoga  14,924  3  14    . 

Monroe    82,485  3  14 

Suffolk    14.807  3  11 

Jefferson    11,060  2  88 

Chenango    3,372  Z  87 

Oswego    21 ,  ISO  2  69 

Steuben  11,077  2  68 

Broome  23,920  2  62 

Chemung    8,839  2  61 

Tompkins    7,811  2  60 

OUego  7,487  2  44 

hfontgomery    10,703  2  32 

Renieelaer    6£,IW  2  29 

Ontario   12,655  2  22 

SchenecUdy    2»,B60  2  16 

Niagara     36,880  2  12 

UlsUr    ; 7,881  1   7S 

ATerage    »3  04 

Oenb^  Administration  of  County  Hospitals  Becommendsd 

Another  matter  deserving  consideration  in  connection  with  any 
proposed  reorganization  of  county  government  is  that  of  deter- 
mining where  responsibility  for  the  administration  of  county 
tuberculosis  hospitals  shall  be  lodged.  It  would  seem  desirable 
if  county  departments  of  public  welfare  are  created  to  exercise 
administrative  functions  relative  to  health  and  social  welfare  that 
management  and  control  of  the  county  tuberculous  hospitals 
should  be  centered  in  bureaus  of  health  of  such  departments  and 
the  existing  boards  of  managers  eliminated  as  administrative 
agencies.  Local  boards  of  managers  acting  in  an  advisory  capacity 
to  the  head  of  the  county  departments  o£  public  welfare  would 
no  doubt  be  valuable  aid.s,  but  to  continue  county  hospitals  under 
the  existii^  part-time  unpaid  board  plan  is  not  consistent  with 
any  satisfactory  plan  for  consolidation  of  welfare  activities. 
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E  — PROPOSED  DEPASTHENT  OF  PUBUO  WELFABE 

As  has  been  indicated  at  various  places  in  the  fore^ing  dis- 
eossioii,  the  evidence  presented  to  the  Committee  indicates  that 
nothing  is  more  neeessarf  in  the  administration  of  poor  relief, 
child  welfare,  health  and  hospitals  than  a  brining  together  of 
the  scattered  duties  that  have  been  devolved  upon  the  counties 
and  the  towns  from  time  to  time.  The  present  system  of  separa- 
tion in  the  administration  of  these  inherently  related  functions 
is  wasteful.  It  is,  therefore,  the  su^estion  of  the  Committee  that 
all  of  these  functions  should  be  brought  together  and  carried  on 
or  anpervised  by  a  single  responsible  official.  There  seems  to  be 
no  other  method  by  which  various  welfare  activities  of  the 
counties  and  the  towns  can  be  correlated  with  each  other  or  with 
the  work  that  is  being  done  by  private  welfare  agencies  operating 
in  the  same  fields. 

Organisatioii  and  Work  of  Proposed  Department 

The  proposed  county  department  of  public  welfare  would  be 
under  the  direction  of  a  full-time  commissioner  appointed  by  the 
executive  authority  of  the  county  government.  He  would  be  in 
charge  of — 

1. —  Bureau  of  health  under  the  supervision  of  a  full-time  health 
director.  This  bureau  should  bring  together  under  a  sii^le  head 
the  following  activities: 

a. —  Local  health  control.  Local  town  and  village  boards 
into  as  many  health  districts  as  expedient  according  to  area, 
population  and  sanitary  needs  of  the  county.  Each  health 
district  should  be  placed  in  charge  of  a  full-time  district 
health  ofScer  responsible  to  the  county  health  director. 

b. — Tuberculosis  sanatoria.  These  should  be  included  under 
the  general  supervision  of  the  county  health  director.  Local 
boards  of  managers  of  county  tuberculosis  hospitals  should 
be  abolished  and  the  superintendent  thereof  made  directly 
responsible  to  the  county  health  director. 

c. —  County  health  nursing.  All  county  health  nurses 
should  be  responsible  to  the  county  health  director  under 
one  or  more  nursing  supervisors  depending  upon  the  number 
of  nurses  employed. 

d. —  County  health  laboratories.  Where  these  are  estab- 
lished, they  should  be  under  the  direction  of  the  county 
health  director,  and  the  bacteriologist  in  charge  should  be 
responsible  to  such  county  health  director. 

e. —  Vital  statistics.  The  collecting  and  reporting  of  vital 
statistics  should  be  made  a  responsibility  of  loc^  district 
health  officers,  each  of  whom  should  be  registrar  of  his  dis- 
trict.   The  county  director  of  health  should  be  also  county 
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2. —  Bureau  of  social  service.  This  bnreaa  should  bring 
together  under  single  direction  all  social  serriee  work  of  tbe 
county,  including: 

a. —  Poor  r^ief.  The  oflBce  of  county  Buperintendent  of 
the  poor  should  be  abolished  and  his  powers  and  duties,  in- 
cluding the  administration  of  county  almshoaaes  and  hospitals 
other  than  tubereulosiB  hospitals,  should  he  transferred  to 
the  commissioner  of  public  welfare.  Local  overseers  of  the 
poor  should  be  abolished  and  their  powers  and  dnties  trans- 
ferred to  local  town  supervisors  as  is  done  in  Jefferson  connty. 
All  relief  voi^  should,  however,  be  done  at  the  expense  of  the 
county  and  under  the  direction  of  the  commissioner  of  public 
welfare  who  should  act  as  the  head  of  the  bureau  of  aoeial 
serviee. 

b. —  Boards  of  child  welfare.  Independent  boards  of  child 
welfare  should  be  abolished.  Child  welfare  work  including 
mothers'  pension  allowance  and  other  activities  having  to  do 
with  children  should  be  centered  in  the  bureau  of  social  serv- 
ice. There  should  be  a  full-time  trained  social  worker  in 
charge  of  this  activity  with  such  staff  as  may  be  necessary. 

Advisory  Welfare  Board 

Aa  an  aid  to  the  county  department  of  public  welfare,  pro- 
vision should  be  made  for  the  appointment  by  the  commissioner 
of  public  welfare  of  an  advisory  conmiittee  of  representative 
citizens  of  the  county  whom  he  may  call  upon  as  required  to  aid 
him  in  developing  his  program.  Such  a  committee  or  board 
would  conserve  under  the  plan  proposed  the  admirable  features  of 
the  present  child  welfare  and  hospital  boards  without  continuing 
their  weaknesses. 

Modiflcatioiis  to  Meet  Needs 

The  plan  of  organization  aa  here  outlined  eaa  be  made  to  fit 
even  the  smaller  counties.  Where  the  consolidated  welfare  work 
of  tbe  county  does  not  warrant  the  employment  of  a  commissioner, 
a  deputy  in  chai^  of  health  and  a  depnty  in  charge  of  social 
service,  the  commissioner  himself  would  take  chai^  of  one  of  the 
bureaus.    In  the  smallest  counties  there  would  be  no  depnty  com- 
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CHAPTER  V  — LOCAL  TAX  ADMINISTRATION 

There  is  no  work  entrusted  to  county  and  town  governments  in 
the  State  of  New  York  which  is  more  important  or  more  badly  man- 
aged than  tax  administration.  At  a  time  when  taxes  form  an 
important  dement  in  the  high  cost  of  living,  the  reform  of  our 
taz  machinery  cannot  be  delayed  loiter. 

Beoanse  of  the  great  complexity  of  this  entire  question,  and 
because  of  the  many  angles  from  which  it  must  be  approached,  the 
Committee  has  divided  this  part  of  its  report  into  the  followit^ 
sections; 

A  —  ASSE^MENTB    FOB    TAXATION, 

B  —  Tax  Functionb  op  Boabds  op  Supebvisobs. 
C  —  Collection  op  Cdbbent  Taxes. 
D  —  Collection  op  Delinquent  Taxes. 
E  —  Local  Taxation  op  State  Lands. 

F  —  SUUMASY. 

In  presenting  this  material  the  Committee  wishes  to  make  it 
elear  that  this  study  does  little  more  than  scratch  the  surface. 
Together  with  the  examination  of  tax  administration  in  the  cities, 
upon  which  we  have  reported  in  previous  years,  this  is  the  most 
extensive  study  of  actual  conditions  in  tax  administration  that  has 
ever  been  made  in  this  State.  We  feel  confident  that  the  facts  we 
are  presenting  could  be  duplicated  in  every  non-city  county  and 
in  hundreds  of  villages  and  towns, 

A—  ASSESSMENTS  FOR  TAXATION 
1  —  Besnlts  of  Present  System 
PaU  Value  Asaessments  Beqnired  by  Law 

Under  section  6  of  the  Tax  Law  "all  real  and  personal  prop- 
erty subject  to  taxation  shall  be  assessed  at  the  full  value  thereof," 
Under  section  38  "when  the  assessors  or  a  majority  o£  them  shall 
have  completed  their  roll,  they  shall  severally  appear  before  any 
officer  of  their  county  authorized  by  law  to  administer  oaths  and 
shall  severally  make  and  subscribe  before  such  ofSeer  an  oath" 
containing  among  other  things  the  following  statements: 

"We,  the  undersigned,  do  severally  depose  and  swear  that 

we  have  estunated  the  value  of  the  said  real  estate  at 

the  sums  which  a  majority  of  the  assessors  have  decided  to  be 
the  full  value  thereof,  and,  also,  that  the  said  assessment  roll 
contains  a  true  statement  of  the  aggregate  amount  of  the  tax- 
able personal  estate  of  each  and  every  person  named  in  such 
roll  over  and  above  the  amount  of  debts  due  from  such  per- 
sons, respectively,  and  excluding  such  stocks  as  are  otherwise 
taxable,  and  such  other  property  as  is  exempt  by  law  from 
taxation,  at  the  full  value  thereof,  according  to  onr  best  judg- 
ment and  belief." 

U031  . 
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The  intention  o£  the  Legidature  to  prescribe  full  value  i 
ment  for  all  taxable  real  and  personal  property  is  clearly  apparent 
from  the  first  section  cited  above ;  the  obligatioQ  assumed  by  each 
assessor  to  render  a  full  value  assessment  is  equally  clear  under  the 
terms  of  his  oath.  If  further  evidence  were  needed  to  prove  that 
the  Legislature  really  meant  what  it  said  regarding  full  valae 
assessment,  it  would  only  be  necessary  to  cite  section  41,  which 
provides  that 

"if  any  assessor  shall  refuse  or  neglect  to  perform  any  duty 
or  do  any  act  required  of  him  by  this  chapter,  he  shall  forfeit 
to  the  tax  district  the  sum  of  fifty  dollars,  to  be  recovered  by 
the  Tax  Commission;" 

and  section  173-a  which  provides  that 

"at  any  time  within  thirty  days  after  the  completion  of 
posting  and  publishing  notice  of  final  completion  of  the  assess- 
ment roll  by  the  assessors  of  any  tax  district,  if  the  (tax) 
commission  shall  have  reason  to  believe  from  information 
furnished  by  any  taxpayer  or  otherwise  that  such  assessment 
roll  shows  under-valuations,  inequalities,  omissions,  or  irr^u- 

larities it  may  apply  to  any  justice  of  the  supreme 

court  of  the  judicial  district  within  which  such  tax  district  is 
wholly  or  partly  located,  for  an  order  directed  to  the  assessor 
or  board  of  assessors  of  such  tax  district,  requiring  such 
assessor  or  board  to  show  cause  at  a  time  and  place  specified 
therein,  why  sudL  assessment  roll  should  not  be  corrected." 

With  such  an  array  of  explicit  law  and  solemn  oaths  bolstered 
up  by  penalties  and  provisions  for  reassessmrait  in  cases  of  viola- 
tion, one  would  be  warranted  in  assuming  that  full  value  assess- 
ments prevail  throughout  the  State.  Other  sections  of  the  law 
providing  for  equalization  —  for  equalization  between  towns  by 
boards  of  supervisors  fsec.  50,  Tax  Law),  for  equalization  between 
counties  by  the  State  Board  of  Equalization  {sec.  174,  Tax  Law) ; 
for  equalization  by  district  school  superintendents  in  joint  school 
districts  embracing  parts  of  two  or  more  towna  (sec.  414,  Educa- 
tion Law) ;  for  equalization  between  special  franchises  and  other 
real  property  in  tax  districts  by  the  State  Tax  Commission  (sec. 
45,  Tax  Law) — would  seem  to  be  vestigial  remains  of  older  laws 
dating  from  a  benighted  period  when  full  value  assessments  were 
not  required. 

Actual  AsBesBments  Barely  Approximate  Fall  Talne 

But  when  facta  ra,ther  than  law  are  taken  into  cott«ideration  — 
cold  facts  based  on  the  ruling  that  "full  value  is  such  a  sum  as 
a  willing  buyer  would  pay  to  a  willing  seller"  (page  15,  Mannal 
for  Instruction  of  Assessors,  State  Tax  Department,  1916) — it 
becomes  apparent  that  the  enactments  of  the  Legislature  and  the 
oaths  of  the  assessors  are  lightly  held  throughout  the  greater  part 
of  the  State.  ,  ,         , 
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B<md  on  1922  Bate*  DeUrrmined  by  SUUe  Tax  Commiuim 
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6.0 

20 

Ferceatage    of   viUago! 
in  each  group  to  total 
number  of  villagM.  . 

3.6 

Pertcmtage  of  towns  in 
eftch  group  to  total 
Dmnbtr  of  towns 

3.0 

*  Both.*DiticB  in'thia  group|IiavQ  a  rate  of  50  per  cent. 

*  Thia  Dundiar  inoIudeB  duplications  because  of  the  fact  that  eertun  village  boundaiiea 
<mn  town  or  oounty  lines. 

Table  9  shows  the  frequency  distribution  of  cities,  villages  and 
towns  by  ratio  of  assessed  value  to  full  value  as  determined  by  the 
State  Tax  Commission  for  the  year  1922.  This  table  is  the  result 
of  an  analysis  of  all  the  rates  for  the  sisty  cities  and  932  towns  in 
the  State,  and  of  the  544  village  rates  listed  in  the  1922  pamphlet 
of  the  Commission.'  In  order  to  reduce  cities,  villages  and  towns 
to  a  comparable  basis  for  purposes  of  graphic  presentation  in 
Chart  12,  the  numbers  of  the  cities,  towns  and  villages  falling  in 
«aefa  of  the  ratio  groups  were  reduced  to  a  percentage  basis. 

When  one  reads  the  table  and  chart  in  the  light  of  the  statutory 
requirements  relative  to  full  value  assessments,  and  of  the  oaths 
which  the  assessors  are  required  to  take,  it  becomes  apparent  that 
there  is  something  radically  wrong  with  the  present  system  of 
valuing  property  for  taxation  in  the  overwhelmii^  majority  of 
towns  and  villages. 

In  one  county  every  one  of  the  towns  is  assessed  at  21  per  cent 
o{  fTill  value  or  under.  In  another  county  five  of  the  fourteen 
towns  are  assessed  at  21  per  cent  or  under.  Excluding  the  towns 
already  referred  to,  eleven  towns  in  six  counties  are  assessed  at 
less  than  30  per  cent  of  full  value.    In  thirty-three  counties,  there 

'  Tbig  Inchides  village  rates  listed  two  or  more  times  because  of  the  fact 
thit  the  Tillages  to  which  the   rates   a,pp\j   lie   in   two   or   more  towns   or 
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are  a  total  of  133  towns  whose  asaessinentg  are  made  at  less  than 
one-half  of  full  value.  Of  the  remaining  twenty-four  counties 
(exclusive  of  the  five  counties  in  Greater  New  York),  there  are 
only  two  in  which  all  the  towns  are  assessed  at  61  per  cent  or  over. 
In  view  of  these  facts  it  is  probably  not  amiae  to  repeat  what  has 
already  been  stated  above  —  that  the  enactments  of  the  Legisla- 
ture and  the  oaths  of  assessors  are  lightly  held  throughout  the 
greater  part  of  the  State. 

Old  BoUb  Copied  from  Year  to  Year 

But  it  is  not  only  in  the  matter  of  full  value  assessments  that 
the  practice  of  many  assessors  is  open  to  criticism. 

Under  authority  conferred  upon  it  by  State  law,  the  state  tax 
department  in  1916  issued  a  manual  of  instructions  for  assessors. 
Among  other  rules  laid  down  for  observance  by  assessors  is  this: 
"Do  not  use  field  books  and  assessment  rolls  heretofore  made  by 
you  or  your  predecestora  in  office.  •  •  •  One  of  the  greatest 
evils  in  the  present  method  of  making  assessments  is  the  copying 
of  the  former  roll  and  the  use  of  the  old  rolls  and  field  books  that 
have  been  handed  down  from  generation  to  generation  without 
material  change."  (Page  13,  Manual  for  Instruction  of  Asses- 
sora'  State  Tax  Department,  1916.) 

The  extent  to  which  this  r^ulation,  as  well  as  the  law  requir- 
ing full  value  assessments,  is  ignored  may  be  illustrated  by  the 
following  examples: 

In  one  town  the  followii^  figures  show  the  a^regate  aaseBsed 
values  of  real  estate  from  1917  down  to  date: 

1917 $393,565 

1918   391,265 

1919    ^ 392,035 

1920  393,365 

1921    393,354 

In  1921  the  State  Tax  Commission  estimated  the  rate  of  assessed 
value  to  true  value  for  this  town  to  be  84  per  cent  on  the 
basis  of  1920  assessments.  The  ratio  established  by  the  Commis- 
sioQ  in  1922  on  the  basis  of  the  1921  assessment  is  71  per  cent. 
Evidently  former  tax  rolls  have  more  weight  with  the  assessors 
than  do  the  sales  of  real  estate  and  other  evidences  of  increasing 
values  osed  by  the  State  Tax  Commission  in  fixii^  its  equaliza- 
tion rates  for  special  franchises.  The  1921  assessment  has 
decreased  from  that  for  1917  by  $211.  On  the  other  hand,  the 
spread  between  assessed  value  and  estimated  true  value,  which 
amounted  to  $75,000  in  1920,  had  increased  to  $160,000  in  1921. 
Similar  proofs  that  many  assessors  interpret  their  oath  regarding 
full  value  assessments  to  mean  that  they  have  faithfully  copied 
the  preceding  year's  roll  may  be  adduced  from  almost  any  county 
in  the  State. 
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In  another  county  a  case  was  found  of  a  proper^  sold  in  1899 
which  was  assessed  to  both  vendor  and  vendee  from  1899  to  1921. 
If  the  assessors  had  not  been  gailty  of  a  slavish  copying  of  the 
rolls  from  year  to  year,  a  duplicate  assessment  of  this  kind  could 
hardly  have  remfiined  undiscovered  for  twenty-one  years. 

In  stUl  another  county  a  lot  improved  with  a  summer  cottage 
renting  for  $200  a  season  is  carried  on  the  rolls  at  a  value  of  $lSo 
including  improvements. 

In  another  county  a  lot  containing  a  tumble-down  shack  in  1914 
was  assessed  at  $600.  Since  that  time  the  property  has  been 
improved  with  a  cottage  and  other  buildings  costing  not  less  than 
$2,500.  In  spite  of  the  fact  that  the  aasessors  have  "viewed"  the 
property  annually,  the  assessed  value  of  $600  still  stands. 

In  one  matter,  however,  many  of  the  assessors  have  varied  from 
their  plan  of  carefully  copyii^  the  preceding  year's  rolL  That 
is  in  the  matter  of  the  description  of  the  taxable  property.  In 
some  towns  there  has  been  a  progressive  deterioration  of  these 
descriptions  which  has  reached  a  point  where  the  coorts  have  set 
aside  in  some  instances  the  taxes  levied  because  the  descndptions 
are  not  "sofBcient  to  identify  the  land  intended  to  be  assessed." 
In  towns  where  there  are  no  tax  maps  —  and  outside  of  West- 
chester county  where  tax  maps  are  mandatory  only  a  n^li^ble 
number  of  towns  have  such  maps — this  is  an  extremely  serious 
matt«r  as  the  tax  rolls  comprise  the  only  comprehensive  source 
of  information  regarding  the  dimensions  and  location  of  taxable 
property. 

Fortunately,  however,  it  is  not  necessary  to  cite  tax  conunisnons, 
courts,  or  others  not  directly  connected  with  local  assessments  in 
support  of  the  statement  that  certain  assessors  are  not  doing 
their  jobs.  It  so  happens  that  village  assessors  who  disagree  with 
the  town  assessors  regarding  the  value  of  property  in  the  village 
are  permitted  to  make  independent  assessments  to  be  used  as  a 
base  for  the  levy  of  village  taxes.  In  such  cases,  they  are  required 
to  attach  to  there  roll  "an  oath  in  substantially  the  same  fonn  as 
is  required  of  town  assessors  by  the  tax  law."  (Sec.  106,  Village 
Law.) 

Consequently  it  is  possible  to  cite  village  assessors  onder  oath 
against  town  assessors  also  under  oath.  The  following  compact 
little  table  which  represents  the  assessed  value  of  real  estate  for 

1920  and  1921  in  a  certain  town  and  in  a  village  included  within 
the  town  indicates  the  astounding  results  obtainable  by  this 
method  of  comparison : 

Village  AsBCBBment         Town  ABsesaiiimt 

(Are*  640  Acrei)         Including  Villap 

(Arcs  48,324  Acres) 

lOSO    aa3,303  «1,031,1«1 

1921   1,723,460  l.0M,430 

A  casual  observe  might  infer  from  the  phenomenal  increase  in 
the  assessed  value  of  real  estate  in  the  village  that  it  had  grown 
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over-night  like  a  boom  oil  city  in  the  west,  but  such  is  not  the 
case.  There  has  been  no  remarkable  growth  either  in  improve- 
ments or  in  population.  The  sndden  increase  has  been  attributed 
varionsly  by  observers  in  close  touch  with  the  situation  to  a  desire 
of  the  village  for  an  increased  share  in  the  income  tax  distribu- 
tion, to  a  desire  for  greater  bonding  power  on  the  part  of  the  vil- 
lage trustees,  or  to  a  newly  awakened  realization  of  the  sanctity  of 
oaths  in  the  minds  of  the  village  assessors.  Whatever  the  cause, 
the  three  good  men  and  true  who  swore  to  the  town  assessment 
roll  seem  to  have  been  immune  to  it.  We  have,  therefore,  in  this 
case  solemn  oaths  in  support  of  the  paradox  that  a  part —  and  a 
very  small  part  at  that  —  is  greater  than  the  whole. 

Katio  of  AsMBud  Valtu  to  Full  Valti«  of  Beal  Estate  Not  Uni- 
form Throoghoat  Taxing  District 

It  must  not  be  inferred,  however,  that  the  percentage  of  full 
value  established  by  the  State  Tax  Department  for  each  town 
assessment  as  a  whole  represents  a  percentage  applied  by  the 
assessor  uniformly  to  every  parcel  on  the  roll.  Par  from  it. 
Instances  have  been  found  in  towns  whose  general  ratio  of  assessed 
valne  to  full  value  is  less  than  50  per  cent  where  individual 
properties  were  assessed  at  well  over  100  per  cent  of  the  prices  at 
which  they  actiially  sold  in  a  free  market.  Almost  invariably, 
these  glaring  over-assessments  occurred  in  the  smaller  properties. 

For  the  purpose  of  ascertaining  the  extent  to  which  this  ten- 
dency prevails,  709  afQdavits  on  actual  sales  prices  were  examined 
in  one  county  and  compared  with  the  assessed  values  on  the  prop- 
erties. Three  hundred  and  one  of  the  sales  involved  properties  in 
a  city  where  a  well  designed  and  well  administered  assessment 
system  has  been  in  operation  for  sometime.  The  remaining  408 
sales  were  distributed  in  eight  towns  and  one  city,  none  of  which 
liad  developed  anything  approaching  a  system.  All  the  sales  in 
both  groups  were  classified  into  seven  subgroups  based  on  the 
amounts  involved  in  the  sales  as  indicated  in  the  following  table, 
and  the  percentages  of  assessed  value  to  sales  price  were  calcu- 
lated for  each  subgroup.  (See  Table  No,  10.)  The  results  indi- 
cate in  a  striking  manner  the  facts  that  equalization  and  assess- 
ment are  inseparable  parts  of  the  same  whole,  and  that  the  present 
machinery  of  equalization  is  entirely  inadequate  to  achieve 
equality  between  taxpayers  in  the  same  tax  district. 

In  the  well  assessed  city  where  definite  rnles  are  applied  uni- 
formly in  the  assessment  of  property,  a  fairly  even  percentage  of 
fall  value  is  arrived  at  by  the  assessors  in  all  the  groups  except 
those  between  $5,000  and  $19,999.  A  large  part  of  the  residential 
properties  fall  in  these  groups.  Property  rf  this  type  was  espe- 
cially subject  to  speculation  during  the  period  of  1921  covered  by 
the  sales  analyzed.  This  fact  probably  accounts  for  the  lower 
ratios  in  those  classes. 
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The  percentages  of  assessed  value  to  sales  prices  in  the  poorly 
assessed  tax  districts,  however,  show  a  marked  tendency  downward 
as  the  value  of  property  increases.  Of  the  408  sales  an^yzed  for 
those  districts,  only  a  small  number  nnfortunately  involved  sums 
of  $20,000  on  over.  The  number  of  cases  in  each  of  the  higher 
groups  was  hardly  suflicient  to  give  a  dependable  curve.  The 
ratio  of  all  sales  of  $20,000  or  over,  however,  is  38.1  per  cent, 
which  is  considerably  less  than  that  for  any  of  the  groups  below 
$20,000. 

The  conclusion  is  inescapable  that  where  no  system  of  assess- 
ment is  followed ' —  and  that  condition  exists  in  practically  all  the 
932  towns  in  the  State  —  there  is  a  general  tendency  to  assess 
small  properties  at  a  higher  percentage  of  full  value  than  larger 
properties.  Probably  the  only  exdeptlons  to  this  general  rule  will 
be  found  in  those  towns  which  have  sought  the  aid  of  the  State 
Tax  Commission  in  assessing  manufacturing  plants  and  other 
classes  of  property  which  are  obviously  impossible  of  accurate 
valuation  by  other  than  trained  men. 

It  must  not  be  inferred  from  this  analysis  that  town  assessors 
deliberately  set  out  to  make  the  small  property  owner  bear  an 
unjust  burden.  Where  there  is  any  discernible  tendency  toward 
deliberate  discrimination  between  classes,  it  will  probably  be 
found  to  be  in  the  other  direction,  especially  in  the  counties  where 
large  holdings  belong  to  nonresident  owners.  The  fact  remains, 
however,  that  the  men  elected  to  the  posts  of  assessors  in  the  towns 
are  generally  more  familiar  with  the  values  of  small  properties 
than  of  large.  They  are  consequently  able  to  "guess"  at  the 
value  of  a  small  holding  with  a  greater  approach  to  accuracy 
than  at  that  of  a  large  one.  Their  own  business  dealings  have  given 
them  experience  in  the  difference  between  $1,000  and  $1,500,  let 
us  say,  but  $50,000  and  $100,000  are  to  many  of  them  mmplj- 
vague  concepts  approximating  infinity. 
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Aweaflment  of  Tangible  Personal  Property  of  IndividualB  and) 
PutnerBhlps  Not  Uniform 

Throughout  the  State  tangible  personal  property  of  individuals 
and  partnerships  is  exempt  from  taxation  to  the  extent  of  $1,250. 
'  This  exemption  is  authorized  under  two  heads  in  section  4  of 
the  Tax  Law : 

Subd.  5.  Exempts  "all  property  exempt  by  law  from  exe- 
cution other  than  an  exempt  homestead."  See.  1391  of  the 
code  of  civil  procedure  defines  this  as  "necessary  household 
furniture,  workii^  tools,  team,  professional  instruments, 
fomitare  and  library,  not  exceeding  in  value  two  hnndred 
and  fifty  dollars." 

Subd.  21.  Exempts  "household  furniture  and  personal 
effects  to  the  value  of  one  thousand  dollars." 


The  following  table  shows  the  number  of  towns  in  the  six  conn- 
ties  studied,  which  report  taxable  personal  property: 


TABLE  NO.  U 
PcTMHial  Proptrty  AttettmetUi  in  SdtcM  Cmtnlui 
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One  might  infer  that  the  towns  in  which  no  personal  property 
is  assessed  for  taxation  comprise  purely  rural  sections,  but  such 
is  not  the  ease.  In  Albany  county  the  town  with  the  largest 
population  and  the  highest  aggregate  of  real  property  assessments 
is  included  in  the  list  which  reports  no  personal  property.  In 
Erie  county,  the  towns  which  rank  fourth  and  fifth  within  the 
rounty  in  assessed  values  of  real  estate  report  no  personal  prop- 
erty. Bach  of  these  towns  has  two  villages  ia  which  one  wonld 
reasonably  expect  to  find  stocks  of  merchandise,  etc.,  in  excess  of 
the  41,250  exemption.  In  Franklin  and  JelTerson  counties  per- 
sonal property  is  reported  in  all  towns  having  villages  within  them 
and  in  all  the  more  populous  towns  without  villages.  In  Steuben, 
Iwo  towns  containing  villages  are  included  in  the  list  reporting  no 
tax^le  personal  property.  In  Sullivan,  two  of  the  five  towns  re- 
porting no  personal  property  contain  thriving  villages. 
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The  forgoing  analysis,  cursory  thoogb  it  ia,  pointa  strcHU^ 
to  the  oonclUBion  that  there  is  little  or  no  unifornaity  amon^  town 
assessors  ip  their  interpretation  of  what  personal  property  is  taa- 
able  and  what  ia  not,  and  that  in  the  case  of  personal  property, 
as  in  the  case  of  real  property,  the  combined  weight  of  legi^ative 
enactments,  the  oaths  required  of  assessors,  and  the  penalties  pro- 
vided have  not  sufficed  to  bring  about  full  value  assessments, 

2  —  Methods  of  Aasessixig  in  Towns 
Method  of  Selection  of  Assessors 

Enoi^h  evidence  has  been  preswited  to  indicate  that  there  are 
no  methods  of  assessing  property  for  taxation  in  the  great  majority 
of  towns.  The  intent  of  the  law  is  that  there  shall  be  three  elected 
assessors  in  each  town  who  "shall  annually  between  January  first 
and  July  first  ascertain  by  diligent  inquiry  all  the  -property  and 
the  names  of  all  the  persons  taxable  therein,"  (Sec  21,  Tax 
Law.)  "The  assessors  shall  complete  the  assessment  roll  on  or 
before  the  first  day  of  August,"     (Sec.  36,  Tai  Law.) 

Compensation  of  Assessors 

For  their  services  in  assessit^  property  for  taxation,  town  as- 
sessors are  paid,  except  in  a  few  towns  afiEected  by  special  legis- 
lation, on  a  per  diem  basis,  the  rate  for  each  assessor  btong 
limited  to  from  three  to  five  dollars  a  day  (Sec,  85,  subdiviaons  1-a 
and  b,  Town  Law),  No  provision,  except  in  certain  towns  in 
Nassau  and  Erie  counties,  is  made  for  the  employment  of  clerks. 
The  compensation  paid  to  each  town  assessor  for  his  services  in 
the  assessment  of  general  property  for  taxation  ranges  from  less 
than  $100  to  about  $1,000  per  year.  Supervisors,  in  some  cases, 
realizing  that  the  per  diems  are  paid  only  too  often  for  relatively 
illegible  and  incomplete  copies  of  preceding  rolls,  and  for  per- 
functory viewing  of  property  by  assessors,  have  exercised  pres- 
sure in  order  to  reduce  the  number  of  per  diems  allowed  to  a 
minimum.  In  some  cases  they  allow  the  employment  of  a  clerk 
capable  of  making  a  clearer  transcript  of  the  old  roll.  Such  an 
expenditure  is  at  present  illegal  except  in  a  few  towns.  In 
another  case,  a  supervisor  hired  a  Ford  for  the  use  of  the  assessors 
in  maki:^  their  rounds.  By  the  expenditure  of  $30  in  this  man- 
ner, he  saved  the  town  some  $80  in  assessors'  per  diems.  This 
expenditure  was  disallowed,  so  the  supervisor  stated,  by  the 
bureau  of  municipal  accounts  in  the  State  Comptroller's  office  on 
the  ground  that  it  was  not  authorized  by  law;  and  the  supervisor 
reimbursed  the  town  funds  to  cover  the  expenditure  from  his 
own  pocket, 

Oomparative  Assessment  Costs  in  Oitaes  and  Towns 

The  costs  of  assessing  general  property,  even  with  these  rigid 
statutory  restrictions  on  per  diems  and  other  expenses,  balk  rather 
large  in  the  expenditures  of  town  governments.    The  total  coete. 
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tabolated  by  the  accounting  division  in  the  boresti  of  municipal 
accounts,  for  the  towns  in  the  six  ooonties  included  in  this  re- 
port foUow: 

TABLE  No.  12 
Cost  qf  Aateaifig  Property  for  Taxa  in  Selteltd  CimnltM 


CoUNTT 

CompenBa- 

tiODOftowtt 

Expenaee 

Total  cost 

*  16, 674  62 
■31,169  06 
7,166  15 
9,»31  26 
11,121  47 
9,187  42 

•1931  43 

'3,399  13 

2,746  48 

64  75 

270  14 

201  36 

•  17,606  06 

•34,568  18 

9,912  63 

9,986  01 

11,391  61 

The  costs  included  in  Table  No.  12  do  not  cover  the  costs  of 
printing  the  tax  hooks,  nor  any  of  the  costs  of  preparing  village 
or  Bchool  district  rolls.  These  costs,  all  of  which  are  part  and 
parcel  of  the  costs  of  assessing  in  towns  are  not  readily  ascertain- 
able. Neither  does  the  table  include  the  cost  of  extending  the 
rolls,  a  function  which  is  performed  either  in  the  ofBce  of  clerks 
of  the  boards  of  supervisors  or  by  the  supervisors  themselves. 
These  facts  should  nevertheless  be  borne  in  mind  in  the  analysis 
of  costs  which  follow. 

For  the  six  counties  covered  by  the  study  the  aggregate  ex- 
penditures for  assessments  in  the  towns  included  in  the  foregoing 
tabulation  have  been  reduced  to  the  following  bases:  per  capita 
of  population,  per  acre  of  area  and  per  $1,0(X)  of  ass^ised  value 
(exclusive  of  special  franchises).     The  results  follow: 


TABLE  No.  13 
U»U  CmI  <!f  AtMuitv  in  Town* 

Cofol 

tloD   0[ 

Are*  of 

(Mm) 

Ro^udpo- 

Camn 

..J.yu 

P« 

Per 

'iv° 

Albur 

e.eseoi 

eo.ses 

290.103 
l.OMiSS 

aoslan 

SISTSIlB* 

'1 

.20 

.2 

S.OM 

1 

■f 

ISSS::::::: 

X 

Tool! 

I82,8S3ZB 

SOS, 013 

4.070.efi2 

tafll.TM.SST 

•.37 

».iao 

».S2 
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For  purposes  of  compariBOQ  a  similar  table  is  presented  for  the 
citiee  in  four  of  the  counties.  Two  of  the  counties  have  no  cities. 
No  estimates  of  costs  per  acre  are  presented  for  the  cities  becaase 
of  the  extreme  variations  in  intensity  of  development. 


TABLE  No.  14 
Unit  Coil  of  Auanns  in 

Citie* 

Coat  of 

-ss" 

Pop.^liOD 

indtio 

Conrn 

COOWR 

P« 
S1.000 

•S23,B93  02 

\-^  V, 

2.603  63 

liis 

1132. 067, 001 

1:13:1 

1 

tlSS.886  00 

Tsa.aaa 

•876.374.678 

1.314 

s  u 

'  Thai  Bfnn  i*  eompoMd  sA  actnsl  sxpenditurs  in  Toumiad*  ond  LwikimDnk  taA  tlx 
kppropruHou  io  Bublo. 

A  perusal  of  these  tables  indicates  clearly  that  in  spite  of  the 
better  assessing  done  in  the  cities  (see  Table  9  and  Chart  12  above) 
the  per  capita  costs  of  assessing  and  the  costs  of  assessing  per 
$1,000  of  assessed  values  are  higher  in  the  towns.  Fortherauffe, 
the  expenditures  for  assessments  in  the  towns  represent  a  greater 
percentage  of  total  expenditures  for  local  purposes  than  in  the 
case  of  the  cities.  Small  as  the  per  diems  and  annual  payments 
to  town  assessors  are,  and  rigidly  as  expenses  for  clerical  hire, 
etc.,  are  held  to  a  minimum,  the  towns  in  the  six  counties  studied 
are  spending  for  assessments  about  3.49  per  cent  of  their  total 
levies  for  town  purposes.  The  cities  lying  in  these  counties  on  the 
other  hand,  are  spending  for  assessments  only  .74  per  cent  of  the 
total  taxes  levied  for  local  purposes. 

Unfortunately,  it  is  not  practicable  to  make  a  comparative  esti- 
mate of  costs  of  assessing  per  parcel  for  the  cities  and  towns  in 
the  six  counties,  because  data  regarding  the  number  of  parcels 
assessed  are  not  available  for  all  the  taxing  districts  involved. 

The  costs  in  two  of  the  counties  follow: 

Total  Cost  Ko.  of  Parcels  Cost  Per  Parcri 
Towns  in                                        in  Towns           in  Towns  in  Towns 

8t«uben    $11,3»L  M  25,fi98  f.44e 

SniliTsn    9,388  77  15,M7  .4» 


This  cost,  which  includes  simply  the  labor  cost  of  making  two 
copies  of  the  a.ssessment  roll,  is  somewhat  below  that  for  the  fol- 
lowing cities  for  which  data  are  available : 
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TABLE  No.  16 

±t*e»mmt  Ooata 

Year  for  Which 

Co.t  Per  Paml 

Fig«r«  Apply 

City  or  Borough 

of  B«al  Estate 

1922 

MHnhflUnn 

«1  M 

1*22 

127 

I«e2 

.  BTooklyn   

88 

■   Quean.    

102B 

.   Rjchmond   . . .  / 

1  16 

IMO 

.  Oambridge,  Mua 

80 

It  must  not  be  forgotten,  however,  that  costs  per  parcel  in  New 
York  City,  Newark,  N.  J.,  and  Cambri*^,  Mass.,  include  not  only 
the  cost  of  making  out  a  list  of  taxable  property,  but  also  the 
costs  of  extending  the  rolls,  making  out  the  tax  bills,  the  costs 
of  hearing  appeals  and  expenditures  for  books  and  tax  bill  forms, 
none  of  which  are  included  in  the  costs  of  assessing  in  towns. 
Furthermore,  the  costs  in  the  cities  cited  include  the  expense  of 
keeping  tax  maps  np  to  date,  of  maintainii^  accurate  records  of 
the  details  on  every  taxable  property  in  the  district,  and  of  making 
s  continuing  adjustment  of  land  and  building  value  in  the  light 
of  sales,  rentals,  leases,  mortgages,  bid  and  asked  prices,  insurance 
policies,  changes  in  construction  costs  and  other  factors  indicative 
of  full  value. 

8  —  Summary  of  Findings  on  Town  Asseuments  ' 

The  findings  on  asBessments  in  the  towns  may  be  summed  up 
under  the  following  heads: 

1. —  Full  value  assessments  of  real  and  personal  property 
are  the  exception  rather  than  the  rule  in  the  great  majori^ 
of  towns. 

2.  —  The  ^stem  of  assessment  con^sts  to  a  very  large  ex- 
tent of  copying  the  preceding  year's  assessment  rolls. 

3.  —  The  copies  are  badly  made  as  r^ards  description  of 
property. 

4. —  In  spite  of  the  facts  that  per  diem  payments  to  assess- 
8ors  are  hmited  in  most  towns  to  five  dollars  or  less ;  that  the 
total  payments  to  individoal  assessors  are  in  some  cases  less 
than  $100,  and  in  practically  all  cases  less  than  $1,000  per 
yTiiTiTn  ■  and  that  many  of  the  functions  of  city  assessors,  sach 
as  extending  the  tax  rolls,  making  oat  tax  bills,  etc.,  are  per- 
formed in  the  case  of  towns  at  the  expense  of  the  county; 
assessments  cost  more  per  capita  and  more  per  $1,000  of 
assessed  value  in  towns  than  they  do  in  cities;  and  represent 
almost  five  times  as  great  a  percentage  of  expenditures  for 
local  purposes  in  towns  as  th^  do  in  cities. 
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In  short,  although  expenditures  for  assessments  in  towns  are 
held  by  legislative  eoaetments  and  administration  rulings  at  what 
seems  to  be  an  irreducible  minimum,  the  very  unsatisfactory  re- 
sults obtained  under  the  present  system  cost  more  per  unit  than 
the  far  better  results  obtained  by  the  apparently  more  expensive 
methods  used  in  cities.  The  one  way  out  of  this  difBculty  appears 
to  lie  in  the  direction  of  larf^r  assessing  units  with  staffs  of 
trained  assessors  selected  by  administrative  rather  than  by  polit- 
ical means. 

Unfortimately,  the  constitution  as  interpreted  by  tiie  courts 
stands  in  the  ^ay  of  any  sweeping  reforms.  Although  the  office  of 
assessor  Is  nowhere  directly  referred  to  in  the  constitution,  the 
courts  have  uniformly  held  that  the  function  of  assessing  inheres 
in  the  town,  village  and  city  governments;  and  that  the  Legisla- 
ture is  debarred  from  enacting  any  legislation  desired  to  traits- 
f ep  from  the  town  officials  to  county  or  State  ofBeials  the  function 
of  assessing  general  property  of  the  types  which  existed  in  colo- 
nial days. 

Consequently,  it  will  be  necessary  to  amend  the  constitation 
along  the  lines  recommended  in  previous  reports  of  this  commit- 
tee before  any  fundamental  reforms  can  be  brought  about.  In 
the  meantime,  however,  the  Legislature  should  provide  that  the 
number  of  assessors  in  each  town  be  reduced  from  three  to  one. 
that  the  assessor  be  appointed  by  the  supervisor  instead  of  elected, 
that  his  compensation  be  on  an  annual  rather  than  on  a  per  diem 
basis,  and  should  remove  existing  restrictions  ageiinst  the  provi- 
sion of  adequate  clerical  assistance  in  the  assessor's  office. 

Tme  Oonaideratloii  in  Deeds 

The  lack  of  accurate  information  as  to  the  true  consideration 
involved  in  property  transfers  is  one  of  the  outstanding  difficni- 
ties  in  tax  administration.  It  hinders  the  assessors  and  hampers 
the  work  of  equalization.  It  has,  therefore,  been  su^ested  many 
times  by  l^slative  committeees  and  by  local  and  State  tax  offi- 
cials that  all  deeds  be  required  to  contain  the  true  consideration 
before  being  accepted  for  registration.  Various  individuals  and 
organizations  have  been  opposed  to  this  plan  for  private  reasons 
that  need  no  repetition.  In  view  of  the  fact  that  the  full  market 
value  of  property  is  a  matter  of  public  concern  under  our  system 
of  taxation,  the  Committee  believes  that  the  true  consideration 
paid  for  property  is  no  longer  a  purely  personal  matter.  The 
tax  officials  have  as  much  right  to  know  the  consideration  involved 
in  a  real  estate  transaction  as  have  the  income  tax  officials  to 
know  the  details  of  personal  income.  The  success  of  the  equaliza- 
tion commissioners  in  Brie  county  in  collecting  information  on 
true  consideration  indicates  that  the  real  desire  of  property 
owners  is  not  to  hamper  equalization  officials,  but  simply  to  con- 
ceal true  considerations  from  other  private  parties.  The  com- 
mitiee,  therefore,  presents  a  plan  which  would  make  the  desired 
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information  available  to  the  taxing  officials  without  making  it  a 
matter  of  pablic  record. 

The  sa^estion  of  the  Committee  is  that  the  true  consideratiaa 
in  every  real  estate  transaction  subject  to  record  be  required  be- 
fore registration,  but  that  the  amount  involved  and  the  details  of 
the  transaction  be  placed  in  a  sealed  envelope  to  be  transmitted 
by  the  recording  officer  to  the  proper  assessment  office  where  it 
should  be  kept  with  the  same  secrecy  aa  are  income  tax  reports 
at  present. 

B  — TAX  FUNOnONB  OF  BOAEDB  OF  SUPEItVISOBS 

Ontline  of  FanotlonB 

The  supervisors,  individually  or  as  a  board,  are  chai^d  by  the 
tax  law  with  a  large  number  of  duties  in  regard  to  the  assess- 
ment and  levy  of  the  general  property  tax.  The  most  important 
of  these  duties  are : 

1.  —  The  correction  of  errors  or  omissions  in  the  assessment 
rolls  upon  petition  by  the  assessors  (Sec.  56)  or  on  their  own 
initiative  (Sees.  56-a  and  57). 

2.  —  The  equalization  of  assessments  between  towns  (Sec. 
50) ;  or  at  their  option,  the  delegation  of  this  function  to 
three  equalization  commissioners  to  be  appointed  by  the  board 
(Sec.  51). 

3.  —  The  levy  of  the  State,  county,  town  and  special  dis- 
trict taxes  on  the  basis  of  equalized  assessed  values  and  of 
the  amonnts  it  authorizes  for  eotmty  purposes,  together  with 
the  amoimts  certified  to  it  by  State  and  town  officials  for 
other  purposes  (Sec.  58). 

4.  —  The  extension  of  the  tax  roll,  i.  e.,  the  calculation  ol 
the  amount  of  tax  due  from  each  taxpayer  listed  in  the  as- 
sessment roll  on  the  assessed  value  of  his  property  at  the  rate 
fixed  by  the  board  (Sec.  58). 

5.  —  The  issuance  of  warrants  authorizii^  the  town  col- 
lectors to  proceed  to  the  collection  of  taxes,  and  instructing 
them  when  and  to  whom  to  pay  the  amounts  collected  ( Sees. 
58  and  59). 

The  first  function  is  a  more  or  less  perfunctory  one.  Little  or 
no  latitude  is  granted  to  the  board  for  the  exercise  of  independent 
judgment,  and  as  a  rule  only  such  corrections  are  made  as  come 
before  it  on  petition  of  the  assessors  themselves.  The  proceed- 
ings of  the  boards  of  supervisors,  voluminous  as  they  are,  throw 
little  light  on  the  causes  back  of  these  appeals  for  corrections. 
In  many  cases,  the  changes  petitioned  for  are  apparently  the  re- 
sult of  clerical  errors  on  the  part  of  the  assessors  in  making  up 
the  roll. 
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Bqnaliiatioii  of  ABBenments 

The  powers  given  to  the  bosrds  of  supervisors  by  the  general 
tax  law  of  the  State  relative  to  the  equalization  of  assessments 
of  general  property  fall  under  two  heads: 

1. — The  hearing  of  grievances  of  indinduals  in  case  any 
town  board  of  assessors  fails  to  meet  for  the  purpose  (Sec 
41,  Tax  Law). 

2,  —  The  equalization  of  real  property  assessments  between 
towns  (See.  50,  Tax  Law). 

Under  the  first  head,  the  board  has  no  general  powers.  Tbe  law 
provides  simply  that  "if  the  assessors  shall  ne^ect  to  meet  for 
the  purpose  of  hearing  grievances,  any  person  aggrieved  by  tbe 
assessment  may  appeal  to  the  board  of  supervisors  at  its  next 
meeting,  which  shall  have  the  same  power  to  review  and  correct 
such  assessment  as  the  assessors  have  under  this  article."  (Art. 
2.)  Manifestly,  this  power  can  be  exercised  only  under  excep- 
tional circumstances  which  rarely  occur.  The  only  other  powers 
of  the  board  under  this  head  fall  under  the  section  of  the  law 
cited  above  relating  to  the  corrections  of  manifest  clerical  errors 
in  the  assessment  rolls. 

EqnaliiatiQn  Between  Towns 

There  are  three  general  plans  for  equalization  of  assessments 
between  towns: 

1.—  Equalization  by  the  board  of  supervisors  under 
authority  granted  by  Sec.  50  of  the  Tax  Law.  Under  this 
plan  the  duty  is  generally  del^ated  to  a  committee  of  the 
board,  who  prepare  a  report  for  submission  to  the  board  as 
a  whole. 

2. —  Equalization  by  a  board  of  three  equalization  eom- 
missioners  appointed  by  the  board  of  supervisors  under  au- 
thority of  Sec.  51  of  the  Tax  Law.  Two  of  the  commissioners 
shall  be  residents  of  the  county,  but  not  members  of  the  board 
of  supervisors;  the  third  shall  be  neither  a  resident  nor  a 
taxpayer  of  the  county,  but  most  reside  in  the  judicial  dis- 
trict in  which  the  county  is  located.  All  appointments  shall 
he  confirmed  by  a  two-thirds  vote  of  all  the  supervisors. 
Failing  such  confirmation  before  the  first  day  of  July  suc- 
ceeding the  adoption  of  a  resolution  for  the  appointment 
of  the  board  of  equalization  commissioners,  the  county  judge, 
upon  notice  from  the  clerk  of  the  Iraard  of  supervisors  shall 
make  the  appointments. 

3.  —  Equalization  by  a  hoard  of  commissioners  appointed 
by  a  majority  vote  of  the  justices  of  the  supreme  court  re- 
siding in  the  county,  under  authority  granted  in  each  case  by 
a  special  act. 
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Among  the  counties  speeisUy  studied,  Albany,  Franklin,  Jeff- 
erson, Steuben  and  Sullivan  operate  under  the  first  plan;  and 
Erie  under  the  third  by  virtue  of  Chapter  304,  Laws  of  1919. 
Unfortunately,  no  counties  operating  under  the  second  plan  were 
included  among  the  counties  visited. 

Eqnalizatiion  by  OoDuniBsioners 

In  Erie  county,  the  equalization  between  the  taxing  districts 
is  based  on  an  analysis  of  all  the  sales  recorded  in  the  county 
during  the  twelve  months  preeedii^  the  establishment  of  the  rates. 
Every  sale  is  carefully  investigated,  and  in  the  majority  of  cases 
first-hand  information  is  obtained  on  the  sales  from  the  vendor, 
vendee  or  the  agent  who  made  the  sale.  The  basis  on  which  the 
equalization  is  made  in  that  county  is  no  doubt  better  than  that 
on  which  the  special  franchise  equalization  is  made,  for  the  simple 
reason  that  the  State  Tax  Commission  has  not  a  staff  sofBciently 
lai^e  to  enable  it  to  investigate  sales  in  Brie  county  as  completely 
as  the  local  board  of  equalization  does. 

The  total  cost  of  this  work  in  Erie  county  for  the  fiscal  year 
1920-1921  was  $13,130.26,  or  about  four-tenths  of  one  per  cent  of 
the  expenditures  for  all  county  purposes.  This  modest  expendi- 
ture has  brought  large  returns  in  the  form  of  an  equal  distri- 
bution of  the  State  and  county  tax  burden  between  the  various 
tax  districts.  It  is  doubtful  whether  any  city  or  town  in  the 
county  conld  be  persuaded  to  vote  for  a  return  to  the  old  system 
of  equalization  by  political  log  rolling. 

The  one  criticism  to  which  the  Erie  county  act  is  open  is,  that 
in  the  effort  to  remove  the  board  from  the  taint  of  politics,  its 
members  were  made  appointable  by  the  judges  of  the  supreme 
court  residing  in  the  county.  This  device  has  served  its  purpose 
so  well  that  there  is  danger  of  loading  up  the  courts  with  the 
power  of  appointment  to  other  positions.  The  inevitable  outcome 
of  such  a  policy  would  be  not  to  keep  the  appointments  free  from 
politics,  but  rather  to  drag  the  courts  into  politics.  The  ex- 
peri^ice  of  those  States  where  the  courts  exercise  a  large  part  of 
the  administrative  power  in  county  government  is  sufficient  proof 
of  this. 

Of  the  counties  operating  under  the  general  law,  only  one  — 
Jefferson  —  has  made  a  sincere  attempt  to  equalize  on  the  basis 
of  actual  sales  of  real  estate.  In  the  other  counties  in  this  group, 
the  charge  is  made  more  or  less  openly  by  private  citizens  and 
by  county  officials  includii^  members  of  the  board,  that  partisan 
^filiations  or  factional  lines  of  cleavage  between  urban  and  rural 
representatives  are  the  dominant  factors  controlling  equalization. 

EqualizatiOQ  by  Boards  of  Sitperviaors  on  Bads  of  Salu 

In  Jefferson  county  the  1921  equalization  was  made  on  the  basis 
of  a  resolution  adopted  by  the  Committee  which  provided  that 
"records  of  sales  of  property  in  the  different  tax  districts  with 
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deduetiona  for  personal  property  iocliided,  taking  in  consideratioE 
abnormal  sales;  records  o£  inheritance  tax  appraisals;  special 
franchise  ratings ;  and  investigations  of  values  of  properties  of 
both  the  town  and  the  city  through  supervisors  and  other  sources" 
should  be  the  guiding  factors  in  establishing  the  equalizatioD 
rates. 

The  Committee  had  before  it  •whea  it  met,  the  tax  commission's 
equalization  rates  for  special  franchises,  and  a  record  of  all  sales 
recorded  in  the  county  clerit's  office  during  the  preceding  year — 
a  total  of  1,427  sales  in  the  22  towns,  and  several  hundred  more 
in  the  city  of  Watertown,  Every  town  was  represented  by  from 
16  to  161  sales.  Unfortunately,  no  clerical  assistance  had  been 
provided  for  the  committee  by  the  board  of  supervisors.  Conse- 
quently, the  material  came  to  the  Committee  in  undigested  form. 
Assessed  values  of  the  property  had  not  been  entered  in  columns 
parallel  to  the  true  considerations  stated  in  the  deed,  or  the  con- 
sideration estimated  from  the  revenue  stamps.  No  attempt  had 
been  made  to  arrive  at  gaieral  averagess  on  the  basis  of  all  normal 
sales  in  the  several  towns.  As  a  result,  much  of  the  material  was 
practically  unavailable  for  the  use  of  the  Committee  in  the  time 
at  its  disposal  As  each  supervisor  in  turn  was  called  before  the 
Committee,  a  limited  number  of  sales  were  picked  at  random 
from  the  list  in  his  town,  and  the  percentage  of  assessed  value 
to  sales  value  was  calculated  by  each  member  of  the  Committee, 
and  by  the  supervisor  of  the  town  under  discussion.  On  this 
limited  base,  and  after  consideration  of  the  special  franchise  rate, 
8  percentage  was  agreed  upon  for  each  town. 

This  plaji,  crude  though  it  was  because  of  failure  to  analyze 
all  the  evidence  before  it,  was  at  least  sincere  and  pointed  in  the 
right  direction.  Honest  intent,  however,  did  not  satisfy  the  city 
of  Watertown  which  has  appealed  to  the  State  Tax  Commissimi 
to  review  the  equalization  on  the  ground  that  the  rate  fixed  for 
it  was  lower  than  an  analysis  of  the  several  hundred  sales  made 
in  the  city  during  1921  would  warrant.  A  careful  analysis  of  all 
sales,  instead  of  an  analysis  of  a  few  sales  picked  at  random, 
would  no  doubt  have  settled  the  matter  to  the  satisfaction  of 
every  one  concerned.  The  fact  that  clerical  assistance  at  a  nom- 
inal cost  was  not  provided  for  the  equalization  committee  for  the 
purposes  of  tabulating  the  entire  list  of  sales  will  result  in  heavy 
appeal  costs  for  either  the  city  of  Watertown  or  for  the  towns 
in  the  remainder  of  the  county. 

Equaliutioti  by  Boards  of  Supervisors  without  Befwenoe  to 
Sales 
In  Franklin  and  Sullivan  counties  appeals  for  review  of  pre- 
vious equalizations  had  been  taken  to  the  State  Tax  Commiamon. 
The  1931  rates  which  were  adopted  by  the  boards  of  supervisors 
soon  after  the  commission  handed  down  its  findings,  varied  c(m- 
siderab^  from  the  rates  establiEdied  by  the  commission,  for  the 
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adjustment  of  the  previoas  year's  appeals.  Whether  or  not  the 
boards  of  sopervisors  had  access  to  better  sonxeea  of  iofonnation 
than  were  available  to  the  State  Tax  Commiasion,  and  if  so,  what 
was  the  nature  of  those  sources,  does  not  appear  in  the  reBpective 
reports  of  the  two  boards. 

In  Albany  and  Steuben  counties,  there  seems  to  be  no  well-de- 
flued  procednre  for  arriving  at  the  equalization  rates.  In  Steuben, 
furthermore,  the  fear  of  reopening  old  sores  has  led  each  board  of 
supervisors  since  1914  to  adopt  the  equalization  rates  established 
by  its  predecessor.  In  spite  of  the  fact  that  assessments  for  1921 
show  a  decrease  from  those  of  1914  in  two  towns  in  the  county; 
that  they  have  remained  practically  stationary  in  two  others; 
and  that  the  remainii^  28  tax  districts  show  increases  for  1921 
over  1914  varying  from  2  per  cent  to  32  per  cent,  the  1914  rates 
stood  without  change  through  1920.  Minor  changes,  involving  in- 
cieases  from  85  to  88,  from  82  to  85,  from  83  to  88  and  from  83 
to  85  respectively,  in  the  case  of  4  out  of  the  32  tax  districts, 
appeared  in  the  table  for  1921. 

Incidentally,  the  State  Tax  Commission's  rates  for  tho  equaliza- 
tion of  special  franchises  with  other  real  estate  in  the  four  taxii^ 
districts  which  were  granted  increases  for  1921  over  1920  by  the 
board  of  supervisors  show  that  one  of  the  towns  was  entitled  to  a 
very  much  larger  increase  than  it  received,  that  another  remained 
stationary,  and  that  the  other  two  showed  actual  decreases  in  the 
percentage  of  assessed  value  to  full  value. 

Double  Set  of  Eqaalixation  Bates 

This  point  leads  naturally  to  an  anomalous  situation  which 
prevails  today  throughout  the  State.  There  are  two  complete 
and,  in  most  eases,  unrelated  sets  of  equalization  rates  covering 
every  town  and  city  in  the  state  outside  Greater  New  York,  each 
table  of  rates  purporting  to  establish  the  relationship  of  the  as- 
sessed value  of  real  estate  to  the  full  value  required  by  law.  One 
set  is  established  by  the  state  tax  commission  on  the  basis  of 
actual  sales  of  real  estate,  and  is  used  for  the  equalization  of 
special  franchises  with  other  real  estate  within  each  city,  borough, 
Tillage  or  town.  The  other  is  prepared  for  all  cities  and  towns 
outside  Greater  New  Tort  by  boards  of  supervisors  or  equaliza- 
tion commissioners  in  the  manner  outlined  above,  and  may  or 
niay  not  be  based  on  sales  or  other  evidences  of  full  value. 

The  situation  is  further  complicated  by  the  fact  that  the  super- 
visor of  any  town  who  fails  to  complain,  under  the  provisions  of 
section  45-a  of  the  Tax  Law,  against  the  equalization  rate  used  by 
the  Tax  Commission  in  arriving  at  the  taxable  value  of  special 
franchises  in  his  town,  practically  puts  the  stamp  of  his  approval 
on  that  rate.  The  board  of  supervisors  as  a  whole,  by  failure  to 
Appeal  from  the  county  equalization  rate  established  by  the 
State  Board  of  Equalization,  again  gives  its  tacit  approval  to  the 
Tax  Commission's  rates  for  the  equalization  of  special  franchises, 
for  both  sets  of  rates  are  based  on  the  same  underlying  data.  In 
spite  of  these  facts,  many  boards  of  supervisors  adopt,  rates  ol 
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equalization  for  the  towns  within  the  county  which  bear  abaolately 
no  resemblance  to  the  Tax  Conuuiasion's  rates  and  which,  as  has 
already  been  pointed  out,  hsTe  frequently  no  bans  of  fact  on 
which  their  diasimilarity  to  the  commiasion 's  rates  can  be  jostifted. 

Oranpuison  of  Two  Sett  of  BatM 

As  an  index  to  the  relative  value  of  equalizations  in  the  coun- 
ties studied,  the  rates  fixed  by  the  equalizing  authorities  in  the 
several  counties  have  been  compared  with  the  corresponding  rates 
established  by  the  State  Tax  Commission  for  the  equalization  of 
special  franchise  assessments.  The  latter  rates  have  been  selected 
for  use  as  a  standard,  not  with  any  idea  that  they  are  infallible. 
Unfortunately  the  Commission's  field  stafi^  is  too  limited  in  num- 
bers to  enable  it  to  cover  the  entire  State  annually  with  the 
thoroughness  requisite  for  the  best  resolts.  Nevertheless  the 
Commission's  figures  are  based  on  a  careful  analysis  of  all  actual 
sales  after  the  elimination  of  abnormal  sales.  Among  certain 
county  officials  there  was  a  tendency  to  question  the  accnraey  of 
the  Commission's  ratios- on  the  ground  that  sales  were  not  an 
index  to  full  value,  but  no  question  of  honesty  of  purpose  or 
method  was  anywhere  raised.  There  can  be  no  doubt,  therefore. 
that  the  Commission's  ratios  constitute  the  best  available  standard 
for  the  judgment  of  the  local  rates. 

The  method  now  used  by  engineers,  scientists  and  statisticians 
for  comparing  two  sets  of  related  facts,  such  as  we  have  here,  is 
known  as  correlation.  One  set  of  facts  is  taken  as  the  standard, 
or  criterion,  as  it  is  called,  and  the  other  set  of  facts  is  compared, 
or  correlated,  with  it.  The  measure  of  comparison  is  called  the 
coefficient  of  correlation.  The  whole  number  1.000  has  been  taken 
arbitrarily  by  mathematicians  as  the  measure  of  perfect  correla- 
tion, and  0.000  as  the  indication  of  no  correlation. 

In  the  comparison  we  are  making  here,  town  equalization  rates 
as  determined  by  the  State  Tax  Department  are  taken  as  the 
standard  or  criterion,  and  the  rates  for  the  same  town  are  corre- 
lated with  the  State  rates.  The  comparison  is  made  separately  for 
each  of  six  counties.  If  in  any  county  the  local  rates  were 
the  same  as  the  State  rates  or  varied  in  the  same  way,  the  co- 
efficient of  correlation  wonld  be  1.000  exactly,  but  if  there  was 
little  or  no  relationship,  the  coefficient  would  be  down  around 
zero.  With  these  facts  in  mind,  the  committee  presents  the  fol- 
lowing table : 

TABLE  No.  1« 
Compariton  of  County  \rilh  State  Eqmtli^alion  Rntet  in  Selected  Couiitiea 

OoefBcioit 
Couittf  of  CorralatioD 

Jefferton  .921 

EriB  .831 

FrA&klin   .75* 

Albany    .683 

Sullivtui    .387 

etBubcn  .364 
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As  has  been  explained,  a  coefficient  of  correlation  of  1.00  -would 
indicate  a  perfect  relationship  between  the  trends  of  the  two 
eqoalization  tables.  This  does  not  mean  necessarily  l^bat  the  tables 
would  be  identical.  The  rate  for  a  given  town  might  be  86  in 
one  table  and  75  in  the  other;  but  the  relationship  between  the 
86  in  the  first  table  and  the  ratio  for  all  the  other  towns  in  the 
same  table  would  have  to  be  the  same  as  the  relationship  of  the 
75  to  all  the  other  ratios  in  the  second  table. 

It  -will  be  observed  that  Jefferson  county  has  the  highest  co- 
efficient among  the  ^  counties  studied.  It  is  probable  that  this 
close  correlation  was  due  more  to  the  weight  given  the  State's 
figures  by  the  equalization  committee  than  to  the  validity  of  the 
comjoittee's  analyses  of  the  data  on  sales  laid  before  it.  In  any 
e\-ent,  it  indicates  an  unusual  absence  of  political  or  factional 
influence  in  the  work  of  the  committee. 

The  somewhat  lower  coefficient  in  Erie  county,  in  spite  of  the 
very  careful  and  unbiased  analysis  of  all  sales  by  the  Erie  county 
commissioners  of  equalisation  may  be  due  to  either  one  or  both 
of  two  causes. 

1.  The  two  sets  of  figures  are  not  strictly  comparable.  The 
county  rates  are  based  on  1921  rates  and  1920  assessments, 
modified  in  the  light  of  increases  in  the  real  estate  aggregates 
for  1921  over  those  for  1920.  The  State  rates  on  the  other 
hand  are  baaed  on  sales  covering  a  longer  period  and  on  the 
1921  assessments. 

2.  It  is  possible  that  the  county  figures  are  more  accurate 
in  this  case  than  the  State  figures  because  of  the  fact  that  the 
county  commisaicmers  can  devote  the  entire  year  to  the  task 
while  the  Tax  Commission's  field  staff  can  give  only  a  limited 
time  to  its  work  in  Erie  county. 

In  any  even  the  correlation  is  sufficiently  close  to  reflect  credit 
on  both  the  State  and  county  authorities. 

In  Franklin  county,  the  influence  of  the  appeal  to  the  State 
Tax  Conunission  by  the  town  of  Malone  on  the  1920  equalization 
has  left  its  mark  on  the  coimty'a  rate  for  1921.  There  is  evidence, 
however,  that  political  factors  entered  into  the  establishment  of 
the  rates  for  certain  towns  in  1921,  with  the  result  that  the  table 
as  a  whole  was  considerably  distorted. 

Albany,  with  its  time-honored  plan  of  giving  the  Tax  Commis- 
sion's rate  to  towns  of  the  minority  party  and  of  assigning  a 
higher  rate  to  other  towns,  stands  fourth  on  the  list.  Steuben,  as 
a  result  of  its  standing  equalization  table,  brings  up  the  rear.  But 
the  county  which  deserves  special  mention  is  Sullivan.  Within 
two  years  after  the  adjustment  by  the  State  Tax  Commission  of 
an  appeal  from  the  county  equalization,  the  county  officials  with 
no  system  of  equalization  worthy  of  the  name,  have  again  slipped 
down  the  scale  to  a  coefficient  of  only  .387, 
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The  Levy  of  Taxei 

The  first  step  in  the  process  of  levyii^  taxes  consists  of  bring- 
ing together  for  each  town  and  special  district  in  the  county  the 
various  itemg  which  are  to  be  included  in  its  tax  rates.  The  State 
Comptroller  reports  to  the  clerk  of  the  board  of  supervisors  the 
amount  of  State  tax  to  be  levied  against  the  county.  The  board 
of  supervisors  determines  the  amount  of  tax  to  be  levied  for 
county  purposes.  Each  individual  supervisor  reports  to  the  board 
the  amounts  necessary  for  the  payment  of  audited  claims  in  his 
town,  the  amounts  recommended  by  the  town  superintendent  and 
approved  by  the  town  board  for  highway  purposes,  and  the 
amounts  necessary  for  special  district  purposes,  etc.  Other  offi- 
cials, including  the  State  Highway  Commissioner,  report  the 
amounts  necessary  for  other  town  purposes.  The  county  treas- 
urer reports  the  revenues  accruing  to  the  several  administrative 
units  B8  a  result  of  the  apportionment  of  the  various  special  prop- 
erty taxes,  etc.  These  items  are  brought  together,  nominally  by  com- 
mittees of  the  boards  of  supervisors,  actually  in  the  well  adminis- 
tered counties  by  the  clerks  of  the  board.  The  tax  rates  are  thai 
calculated  for  each  of  the  separate  and  overlapping  administrative 
units.  On  the  basis  of  these  figures,  the  boards  as  a  whole  author- 
ize the  levy,  and  the  extension  of  the  taxes  against  individual 
property  owners  b^ns.  Because  of  the  great  number  of  sources 
from  which  the  various  items  entering  into  the  levy  must  be  col- 
lected, and  because  a  board  (often  so  large  as  to  be  unwieldy)  is 
made  responsible  for  their  collection,  it  is  not  sorpri^ng  that 
errors  and  omissions  are  frequent  in  tie  figures  on  which  the 
several  tax  rates  are  based. 

The  Extension  of  the  Tax  Soils 

In  the  six  counties  studied  there  was  a  wide  range  in  the  pro- 
cedure for  the  discharge  of  this  highly  important  function. 

In  Albany  county  no  information  was  available  relative  to  this 
subject.  The  present  personnel  in  the  office  of  the  clerk  of  the 
board  are  all  new  and  had  not,  when  tiiey  were  interviewed,  ac- 
quired any  experience  along  these  lines.  The  records  of  the  office 
which  might  have  thrown  some  light  on  procedure  in  the  past  had 
all  been  removed,  so  it  is  charged,  before  the  present  incumbents 
took  charge. 

In  Erie  county  the  function  has  been  delegated  to  the  office  of 
the  clerk  of  the  board;  and  a  special  tax  clerk,  retained  at  an  an- 
nual salary  of  $1,650  supervises  the  work.  Between  the  time  when 
assessment  rolls  are  submitted  and  the  end  of  January,  he  super- 
vises the  work  of  a  number  of  temporary  clerks  who  foot  the  rolls, 
search  them  for  errors  and  discrepancies,  and  make  the  extensions. 
No  matter  how  conscientious  and  competent  the  tax  clerk  may  be, 
it  is  impossible  for  him  to  get  accurate  results  with  a  large  num- 
ber of  inexperienced  part-time  assistants  who  are  compelled  to 
work  at  top  spco'''.    The  treasurer,  when  he  receives  the  rolls  after 
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they  have  passed  through  the  hands  of  the  town  eoUeetors,  is  put 
to  it  to  make  his  own  books  balance  because  of  the  errors  on  the 
assessors'  rolls  which  remained  undiscovered,  and  of  those  which 
inevitably  crept  in  during  the  hurly-burly  of  the  extension  period. 
In  Franklin  county  and  in  Jefferson  county  each  supervisor  in 
theory  extends  Ms  own  rolls.  As  a  matter  of  fact  he  often  dele- 
gates the  duty  to  some  unofficial  employee. 

In  Steuben  eounty  the  clerk  of  the  board  is  given  complete 
chaise  of  extending  the  assessment  roUs.  During  November  and 
I>ecember  he  employs  three  extra  clerks  at  the  expense  of  the 
county.  One  of  Uie  clerks  is  a  former  clerk  of  the  board  of  super- 
visors, another  is  a  full-time  employee  in  the  county  clerk's  office, 
the  tlurd  has  a  position  in  the  general  ofBces  of  a  manufacturing 
plant.  The  clerk  of  the  board  himself  and  his  three  assistants, 
all  of  whom  have  helped  him  for  a  number  of  years,  extend  all 
the  town  rolls  in  the  county  in  less  than  two  months,  working 
evenings  only.  Their  team  work  and  experience  result  in  a  re- 
markably accurate  job  done  expeditiously  and  in  a  workmanlike 
manner. 

A  somewhat  similar  system  prevails  in  Sullivan  county.  There 
also  the  clerk  of  the  board  is  charged  with  the  work  and  employs 
outside  assistance.  Hitherto,  because  of  the  illegibility  of  the  as- 
sessors' rolls,  he  has  made  a  clear  copy  of  all  town  rolls  in  the 
county  before  extending  the  taxes.  This  practice,  for  which  there 
is  no  authority  in  the  law,  has  now  been  discontinued.  In  addition 
to  his  salary  of  $500  per  annum,  he  receives  compensation  for  ex- 
tending the  rolls  at  the  rate  allowed  the  supervisors  by  law  for 
that  work  (Sees.  11  and  12,  County  Law).  In  1921  tlds  amounted 
to  $1,006.71.  Out  of  this  sum  he  expended  about  $650  for  salaries 
to  his  asustants. 

The  best  that  can  be  said  for  the  present  haphazard  method  of 
handling  the  important  and  complicated  function  of  tax  exten- 
sicms  is  that  it  may  work  well  under  unusual  circumstances  such 
as  exist  in  Steuben  county.  In  the  great  majority  of  oases  it  re- 
sults in  the  work  being  done  by  inexperienced  individuals  who  are 
not  accountable  for  their  errors  to  any  one.  By  the  time  the  books 
get  into  the  hands  of  the  county  treasurer,  where  the  errors  crop 
out,  the  individual  who  made  the  errors  is  no  longer  on  the  county 
payroll. 

SngffeitioDS  for  Improvement 

Until  Bueh  time  as  the  constitution  is  amended  so  as  to  pennit 
the  adopti<m  of  the  county  as  the  assessment  district,  no  thorough- 
going reform  of  the  administration  of  the  tax  functiona  of  boards 
of  supervisors  can  be  undertaken.  With  the  exception  of  the  duty 
of  ifiHlriTig  appropriations  for  eounty  purposes,  those  functions  are 
chiefly  admuustrative  and  should  be  vested  in  an  administrative 
(rfBcer.  At  present,  there  is  no  county  officer  in  whose  hands  all 
these  functions  could  prop^ly  be  brought  together. 
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The  New  Jersey  plan  of  a  comity  board  of  taxation  oBvs  a  con- 
crete example  near  at  hand  of  a  partial  application  of  the  plan 
towards  which  a  number  of  gtatee  are  now  moving.  In  that  state, 
every  political  gubdivision  with  a  r^ht  to  levy  taxes  on  any  prop- 
erty within  the  county,  certifies  its  budget  to  the  county  board 
of  taxation.  Every  district  with  the  power  to  make  assessments 
delivers  its  assessment  rolls  to  the  same  board,  and  the  board  has 
the  right  to  reject  any  roll  in  case  of  under  assessment  or  manifest 
inequalities.  If  the  assessors  refuse  to  make  an  acceptable  reas- 
sessment, the  board  has  power  to  make  an  independent  assessment 
in  that  district.  The  State  Commissioner  of  Municipal  Accounts 
has  authority  to  order  the  county  board  to  add  to  the  budget  for 
any  town,  borough,  city  or  school  district  or  for  the  county  itself 
any  mandatory  item  for  debt  service  which  may  have  been  omit- 
ted. On  the  basis  of  the  final  assessed  values  and  of  the  bad^t  ap- 
propriations as  amended,  the  county  board  then  calculates  the 
tax  rate  for  each  independent  tax  district  and  certifies  the  items 
in  the  combined  rate  for  all  purposes  to  the  local  officials.  The 
tax  is  then  extended  by  the  officials  of  the  subdivision  chained 
with  the  collection  of  taxes,  sometimes  by  the  clerical  force  in  the 
assessing  office,  sometimes  in  the  collectitm  office. 

A  further  centralization  of  county  tax  functions  is  to  be  found 
in  Ohio.  There  one  official,  with  an  adequate  staff  of  deputies  aod 
clerks,  not  only  performs  all  the  duties  delegated  to  the  conntj' 
boards  of  taxation  in  New  Jersey,  but  also  makes  the  assessments 
and  the  tax  extensions  for  the  entire  county.  Judging  by  the 
tenor  of  reports  of  official  commissions  in  Pennsylvania  and  Iowa, 
and  by  the  conclusions  reached  by  unofficial  students  and  investi- 
gators, it  would  seem  that  there  is  a  plainly  discernible  trend  in  the 
direction  of  the  Ohio  plan  in  a  nimiber  of  states.  In  this  state 
a  number  of  state  officials,  and  a  surprising  number  of  men  con- 
nected with  financial  administration  in  counties  are  convinced  that 
a  similar  plan  for  New  York  must  eventually  be  adopted. 

The  reason  for  the  inclusion  of  assessing  functions  among  those 
to  be  vested  in  the  proposed  county  tax  official  becomes  readily 
apparent  when  one  studies  the  foregoing  descriptions  of  the  pro- 
cedure followed  in  assessing  and  equalizing  in  the  counties  of  New 
York  State.  In  the  nature  of  things,  assessment  and  equalization 
can  not  be  separated  from  one  another.  No  amount  of  equalization 
short  of  a  complete  reassessment  can  make  a  good  assesanent  out 
of  a  bad  one.  When  the  assessment  is  well  mi^e  in  the  first  place 
by  the  application  of  uniform  rules  and  standards  for  every  class 
of  property  throughout  the  assessing  district,  further  equalization, 
except  in  cases  of  individual  properties  of  an  unusual  type, 
becomes  superfiuous. 

Pending  the  adoption  of  the  proposed  constitutional  amendment 
which  must  precede  the  reorganization  of  tax  administration  in 
the  counties,  the  present  situation  could  be  improved  by  legisla- 
tion to  compel  certain  things  which  are  already  permiaaivB, 


ih,Coo^^Ic 


Taxation  and  Retbenohhbnt  127 

1.  The  town  board  should  be  required  to  bring  together 
into  one  document  every  item  of  expenditure  for  town  audits, 
town  highw&ys,  town  poor,  town  debt  service,  and  other  town 
charges,  together  with  a  supplementary  document  for  every 
special  district  within  the  town.  The  supervisor  of  the  town 
would  then  submit  this  consolidated  expenditure  budget  to  the 
board  of  supervisors  in  lieu  of  the  swarm  of  separate  reports 
which  he  now  submits.  The  onus  for  omissions  would  then 
rest  on  the  town  officials  and  not  on  the  hoard  of  supervisors 
as  at  present. 

2.  The  County  Treasurer  should  be  required  to  present  a 
consolidated  budget  of  miscellaneous  revenues  for  the  coun^ 
and  for  every  town  within  the  county,  in  which  all  revenue 
accrning  to  the  county  or  towns  from  apportionments  of  in- 
come tax,  bank  tax  or  other  sources  should  be  broueht 
together. 

3.  The  clerk  of  the  board  should  be  charged  by  law  with  the 
duty  of  extending  the  tax  toUs,  and  should  be  authorized  to 
draw  on  the  permanent  personnel  of  olier  county  offices,  in 
order  to  obviate  to  as  great  an  extent  as  possible  the  need  for 
employing  untrained  temporary  assistants. 

4.  In  coimtiea  which  have  no  equalization  commission  the 
?hp°.wt  ^f  .K  **K  *^  i"^  required  to  render  a  daily  report  to 
Zl^^J.  ^  the  board  of  supervisors  giving  the  names  of  the 
I^S  r^  "^  *•'!  ^V^^'  ^^"  -aescription,  the  consideration 
^S.-*  T?"''*  **^  *^  '""°"^  ^^^"'P^'  the  amount  of  the 
mortgage,   and   any   other   pertinent   information   regarding 

quired  to  bst  these  sales  by  towns,  entering  opposite  the  sum 
of  the  mortgage  plus  the  eash  consideration,- S-TuS  f  av^ 
ab  e  or  estnnated  from  revenue  stamps  if  not -the  LelS 
value  of  the  parcel   on  the  last  preceding  asses^e^^ 

More  the  „per™rB  f„,  their  guidance  in  foStinI  the 
coonty  eqiializabon  table.  The  supervisors  shoiild  Mt  S 
bound  by  the  ratios  disclosed  by  the  ttbulation,  bntln  mL  rf 
Tapymg  from  the  ratios,  should  be  required  to  state  SS 
th.  reasons  for  any  yanation  in  their  resolution  establishing 
the  rates  of  equalization.  " 
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0  — OOLLEOTION  OF  OUSBENT  TAXES 
Oomnt  Taxes  Collected  on  Fee  BanB 

Outside  the  five  eounties  in  Greater  New  York,  and  Westchester 
and  Nassau  counties,  the  collection  of  taxes  is  today  in  a  welter  of 
confusion.  Every  town  in  the  remaining  fifty-five  counties,  with 
the  exception  of  a  few  towns  affected  by  special  l^slation,  baa, 
first,  an  elected  unsalaried  town  collector  who  collects  on  a  fee 
basis  all  special  district,  town,  county  and  state  taxes  levied  on 
property  within  the  towns ;  second,  a  number  of  elected  unsalaried 
school  district  collectors  who  collect  on  a  fee  basis  all  school  dis- 
trict taxes  levied  on  property  in  their  school  districts.  Further- 
more, every  village  has  an  elected  unsalaried  collector,  or  an 
elected  salaried  treasurer  or  receiver  of  taxes,  who  collects  all 
village  taxes.  The  county  treasurer  collecta  all  bank  stock  taxes 
due  vrithin  the  county,  plus  1  per  cent  fees,  and  distributes  the 
tax  minus  the  fees  to  the  various  towns,  villages,  school  or  other 
districts  in  which  the  shares  are  taxable,  in  accordance  with  the 
warrant  issued  to  him  by  the  board  of  supervisors.  Furthermore, 
railway  telegraph,  telephone,  electric  light  or  gas  compames  may 
pay  their  taxes  to  the  county  treasurer  plus  1  per  cent  fee.  In 
sach  case,  the  treasurer  credits  the  town,  school  district  or  village 
collector  for  the  portion  of  the  tax  due  his  taxing  district,  plus 
the  1  per  cent  fee. 

Diversity  of  Times  and  Places  for  Tax  Payments 

The  town  coUeotora  begin  their  work  generally  early  m  January 
and  continue  for  two  months.  The  school  district  coilectore  should 
beirin  their  work  of  collecting  annual  levies  on  September  first,  but 
frequently  their  warranto  are  not  issued  to  them  mitil  much  Ut^ 
Wa^ante  for  the  collection  of  special  levies  furthermore  may  be 
delivered  to  them  at  other  times  in  the  year  The  period  for  the 
collection  of  annual  village  taxes  begins  m  June  °%J^y' ^^P^" 
ing  on  whether  the  village  belongs  in  the  third  and  fourth  classy 
S^in  the  first  and  second.  In  villages,  as  »  «'''~1  ^^"^^LSJ^'S 
levies  may  be  made  at  any  time  during  the  year.  The  resu^of 
S  wSem  -  or  rather  lack  of  system  -  is  that  a  proper^  owner 
Sli^lS.  let  us  say,  may  be  called  on  to  pay  annuai  taxes  on 
Ss  0^0^  to  three  different  collectors  at  different  tmies  of  the 
^^  Sd^ccial  taxes  at  any  time  to  two  of  the  three  o'«"-^"« 
Sg  dis^cts  in  which  his  property  lies.  The  ""J?  ?««""! 
absurdity  which  has  been  omitted  from  the  scheme  seems  to  be 
Sat  of  aUowing  every  special  district  the  privilege  of  having  its 
own  collector  and  its  own  tax  calendar. 

Number  of  Tax  OoUectors 

The  number  of  tax  collectors  outside  the  cities  in  the  ax  coun- 
ties dealt  with  in  this  report  follows: 


ih,Coo^^Ic 


TAXATKW   and   BBTTiENCHUSNT 


TABLE  No.  17 
Nitmitr  tf  Tom  ColUdm  OuUidt  tiu  COim  in  CtrUd*.  CowiiiM 


CooiiTr 

Town 
ooUoctort 

VillagB 
ooUoctort' 

Sohool 
diatriet 

ToUl 
edlectan 

10 
25 
10 
22 
33 
16 

4 
14 

6 
22 
13 

4 

138 
247 
173 
345 
366 
164 

123 

63 

1,431 

*  Inriwdw  tntauen  ot  teodvera  of  taxes  who  funotion  in  lieu  of  oolleoton. 

The  amounts  of  taxes  collected  in  the  six  cottQties  by  this  army 
of  collectors  from  September  1,  1921  to  Aogust  31,  1922,  were  as 
follows ; 

TABLE  No.  18 
Taxet  CoBaekd  in  Ctrlain  CourUim 


ConuTT 

Colieoted 

CollMted 
by  village 

CoUocted 
by  school 
disbiot 
coUoeton 

>333,341 
1,763,216 
669,819 
807,172 
823,171 
628,634 

154,964 
443,236 
"  124,104 
199,438 
125,888 
53,403 

9217,594 
947,509 

iir^'.".;:::::::::::::::::::::::::::: 

357,058 
292,845 

"  VQUge  of  Samuu)  Lake  minbg. 


Thg  AttroQt  AmotaOt  1 


I  TMet  Noi.  17  and  18 


Covmt 

Town 

Village 

School 
coLectow 

» 

(33,334 
70,629 
35,253 
36,680 
2S,724 
41,909 

»14,741 
31,659 
24,821 
9,065 
9,684 
13,351 

^^v;:::::::::::::::::::::::::::;: 

3,S3B 
2,121 

JtfmMi 

1,786 

I!  0,1,7,7,1  hy^COO^^lC 
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Costs  of  Tax  Collection 

With  the  exception  of  collections  made  by  village  treasurers  or 
receivers  of  taxes  all  taxes  in  the  foregoing  tables  are  collected  on 
a  fee  basis.  Collectors  in  towns  and  school  districts  receive  1  per 
cent  of  the  totals  collected  in  the  first  thirty  days  of  the  collection 
period  " ;  5  per  cent  on  all  amounts  collected  thereafter.  Village 
collectors  receive  1  per  cent  on  collections  during  the  first  twenty 
days  of  the  collection  period  and  5  per'  cent  thereafter.  Town 
collectors,  furthermore,  receive  2  per  cent  on  all  taxes  retarned  to 
the  County  Treasurer  as  unpaid. 

These  collection  fees  are  not  taken  out  of  the  taxes  collected  but 
are  in  addition  thereto.  Every  collector  is  authorized  to  add  to 
each  individual  tax  bill  the  collection  fee  prescribed  by  law.  No 
report  is  required  of  the  collector  relative  to  the  amount  of  fe«s 
which  he  receives.  The  cost  of  collecting  current  taxes  in  the  towns 
and  school  districts  and  in  those  villages  which  do  not  collect  their 
taxes  through  salaried  officials  is  an  item  in  the  cost  of  local  govern- 
ment which  does  not  appear  on  any  financial  statement  anywhere. 

In  only  one  of  the  six  counties  studied  —  Jefferson  —  was  it 
possible  to  obtain  even  an  approximate  estimate  of  the  amount  of 
this  item.  According  to  the  estimate  submitted  by  the  coonty 
treasurer  in  that  county,  81  per  cent  of  the  total  taxes  in  towns 
were  collected  on  a  1  per  cent  basis  ^  17.36  per  cent  on  a  5  per  cent 
basis;  and  the  remainder  of  1.64  per  cent  was  returned  to  the 
county  treasurer  as  unpaid.  Assumii^  that  this  distribution  is 
typical,  the  cost  of  current  tax  collections  would  amount  to  1.712 
per  cent  of  the  total  levy  in  towns,  including  the  2  per  cent  fees 
paid  to  collectors  by  the  treasurer  on  unpaid  taxes;  and  to  1.68 
per  cent  in  school  districts  where  no  fees  are  allowed  on  unpaid 
taxes.  On  the  basis  of  these  factors,  the  following  estimates  of 
costs  of  collection  of  current  taxes  in  towns  and  school  districts 
have  been  made.  It  is  impracticable  to  attempt  an  estimate  of  the 
cost  of  tax  collections  in  villages  on  the  basis  of  the  information 
available. 

TABLE  No.  20 
Btlimaled  Pee*  of  Tax  CoUeetor*  in  Certain  CounUe* 


CoOTUT 

All 
towna 

Avcmga 
per  town 

All  school 

Avenge 

Xol 
dirtrict 

ToUl 
Dutade 

»6,710 
30,200 
11,460 
13,555 
14,090 
10,760 

$671 
1,208 
603 
816 
440 
717 

»3,656 
16,960 
6,170 
7,340 
6,000 
4,920 

36 
21 
16 
30 

18,365 
46,160 
17,630 
20,895 
20,090 
15,680 

"  Coll«etorB    In    towns    nher«    the  total  levy  ia  less  thui  (2,000  ue  ei 
titled  to -2  per  cent  on  coUectiMia   during  the  flnt  thir^  d»;«. 
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Manifestly,  no  great  fault  can  be  found  with  the  cost  of  tax  col- 
lection in  these  Gonnties  on  the  ground  of  nnduly  large  compensa- 
tion to  individual  collectors.  One  finds,  however,  in  this  field  of 
tax  administration  the  same  general  laxity  and  lack  of  responsi- 
bility that  has  already  been  pointed  out  in  the  fields  of  assessment, 
equalizatioa  and  tax  extension.  Many  of  the  collectors  are  quite 
innocent  of  any  system  of  keeping  their  records  so  that  they  may 
be  readily  understood  by  the  county  treasurer  to  whom  the  rolls 
are  delivered  after  the  collectors'  warrants  expire. 

Control  Over  Tax  Oolleotioiu 

The  country  treasurers  are  required  to  open  control  accounts 
with  all  town  collectors  on  the  basis  of  duplicates  of  the  warrants 
issued  to  the  collectors  by  the  boards  of  supervisors.  Before  any 
collector  can  be  released  from  bis  bond,  he  must  submit  to  the 
treasurer  receipts  from  the  town  supervisor  for  all  moneys  turned 
over  to  him ;  cash  for  the  portion  of  the  levy  due  to  the  county ; 
or  open  entries  on  the  books  for  taxes  remaining  unpaid. 

Cases  were  discovered  of  collectors  who  bring  their  cash  to  the 
treasurer  in  handbags  without  being  able  to  state  within  15  or  20 
per  cent  how  much  money  they  have  in  the  bag.  It  is  necessary 
for  the  treasurer  to  sort  tlie  contents  into  separate  piles  of  checks, 
bills  and  coin  before  he  can  even  begin  to  make  bis  count.  It  is 
nothing  unusnal  for  the  treasurer  to  find,  when  he  begins  to  col- 
lect delinquent  taxes,  that  tax  receipts  are  outstanding  against 
open  entries  on  the  rolls.  No  cases  were  encountered  o£  down- 
right dishonesty  on  the  part  of  collectors,  but  there  were  many 
cases  of  gross  incompetence  and  carelessness. 


It  is  reasonable  to  assume  that  a  consolidation  of  collectiog 
functions  which  would  make  it  posmble  for  village  collectors  to 
collect  all  village,  school,  town,  county  and  state  taxes  levied  on 
property  within  the  village,  and  for  town  collectors  to  collect 
school  taxes  in  addition  to  all  other  taxes  on  properties  in  towns 
outside  the  villages,  would  result  not  only  in  a  saving  of  time  and 
confusion  for  taxpayers,  but  also  in  a  more  efficient  handling  of 
the  tax  records  themselves.  If,  furthermore,  the  use  of  part-time 
collectors  were  done  away  with,  ^d  the  duties  of  tax  collecting 
were  added  to  those  of  the  town  clerk  in  towns  and  the  village 
treasurer  or  receiver  of  taxes  in  villages,  the  cost  of  collection 
which  is  now  added  to  the  tax  bills  and  appropriated  in  small 
driblets  hy  the  present  swarm  of  tax  gatherers  could  be  included 
as  an  item  in  the  budgets  and  used  to  increase  the  salaries  of  the 
full-time  officials  who  would  be  charged  with  the  duty  of  collec- 
tion. Without  increasing  the  final  cost  to  the  taxp^ers,  this  plan 
would  serve  to  make  these  offices  sufficiently  attractive  to  draw  a 
h^her  ^pe  of  official  than  can  be  obtained  on  the  present  basis. 

In  order  to  avoid  undue  hardi^p  on  taxpayers  under  this  plan, 
taxes  should  be  made  payable  in  installments.    This  system  pre- 
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Tails  tbrongfadut  tiie  State  of  New  Jersey,  and  has  already  been 
instituted  in  seven  counties  in  New  Tot^,  as  well  aa  in  a  number 
of  cities  outside  thoae  coimtieft 

These  recommendatioDB  it  is  within  the  power  of  the  Ijegiaistmc 
to  68717  oat.  In  faet,  seetion  346  of  dn^er  338  of  the  Laws  of 
1917,  provided  for  the  collection  of  sdiool  taxes  by  town  ceUeel' 
ors,  bat  this  proriraon,  unfortnnately,  was  included  in  the  repeal 
of  tiie  entire  amendmie&t  to  the  edncstioa  law  in  the  foDowinp 
year.  There  are  within  the  State  a  few  eitiee  also  in  wfaiek  city 
taxes  are  collected  on  one  bill,  and  State  and  county  taxes  on  an- 
other. In  such  cases,  amendments  to  the  city  djartera  wonid  be 
necessary  and  would  require  the  eonsent  of  the  eities  eoBeeraed. 

D— ooLLEcnoir  or  delinq[Obht  tazbs 

The  cocfnsion  in  the  collection  of  current  taxes  reattltii^  from 
the  moltiplicity  of  collectors  has  already  beea  commented  on. 
This  confusion  becomes  more  confounded  in  the  ease  of  those 
taxes  which  remain  unpaid  alter  the  warrants  of  the  local  collect- 
ors expire.  The  provisions  governing  procedure  in  regard  to  de- 
linquent general  property  taxes  are  to  be  fonnd  in  articles  4,  5.  6 
and  7  of  the  Tax  Law,  in  the  Bdncstion  Law,  in  the  Villag*  Law. 
in  the  charters  of  cities,  and  in  the  special  legislation  governing 
certain  counties.  At  nearly  every  season  of  the  Legislature,  some 
of  the  numerous  general  and  special  laws  affecting  the  problem 
are  amended.  This  planless  tinkering  over  a  term  of  years  has 
resulted,  especially  in  the  case  of  the  Tax  Law  itself,  in  sections 
which  are  so  obscured  by  exceptions,  and  exceptions  to  exceptiMis, 
that  they  are  difficult  of  interpretation  even  for  a  trained  lawyer. 
For  the  ordinary  county  official  they  might  ^most  as  well  be 
written  in  Grec*  or  Saniirit. 

After  the  tax  bcc(Hnes  delinquent,  a  period  is  allowed  daring 
Triiieh  it  becones  the  duty  of  some  official  —  generally  the  ehief 
financial  offleer  of  the  coanty,  city  m-  vil^e  in  which  the  prop- 
erty is  located  —  to  ^HJeavor  to  collect  the  tax  with,  interest  and 
penalties.  Because  of  the  faet  that  the  2  per  cent  fee  paid  to 
town  collectors  <m  returned  taxes  acts  as  a  premium  on  laxity, 
considerable  percentages  of  returned  taxes  are  collected  in  sooe 
eounties  by  the  eoimty  treasurer  by  the  suiple  expedi«it  of  noti- 
fying the  taspi^er  by  letter  of  the  fact  that  Ms  t^es  are  overdue. 
In  one  county,  about  13  per  cent  of  the  dehnqiicnt  taxes  for  1921 
were  collected  in  this  way,  the  percentage  in  one  twn  in  the 
country  running  as  high  as  25  per  cent. 

After  the  expiration  of  the  period  fixed  by  tin  general  or  special 
act  governing  in  each  case,  the  financial  officer  responnble  for  the 
collection  of  delinquent  taxes  is  authorisRd  to  adl  tte  property 
for  taxes.  Because  of  the  limited  tine  available  for  Una  portion 
of  the  study,  it  was  imposribto  to  mabe  a  complete  uif^yaiB  opf  £i 
the  various  types  of  tax  sales  provided  in  the  general  and  spedal 
acts,  and  of  the  results  thereunder.    In  order  to  peiat  ant,  how- 
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ever,  the  extreaigel;  tEtmatiafaotDr;  eooditions  -ffhiefa  prevail,  a 
fadef  deseriptMo  -of  the  outatandinig  weaksessea  in  the  mnoe  gen- 
eral typea  of  proeechire  is  safaoiitbed. 

13ftliDgQeiii  Taxes  in  Cities 

In  a  ntuaber  of  cities  vliere  all  taxes  are  oolLeeted  aa  the  «ity 
t&x  bill,  the  property  on  which  taxes  are  delinqtffint,  or  a  lieii 
■gainst  it,  is  sold  by  the  offiei^  dedgsatad  in,  and  -ander,  the  pro- 
eednre  established  by  the  city  tdiarter.  In  auch  eases  only  one 
sale  of  a  ^ven  property  is  neoessary  for  tases  ^linquent  in  any 
year,  and  baek  taxes  for  several  years  may  be  conaolidated  and 
Bold  in  a  single  lien.  In  eertain  other  eitiea,  however,  the  city  col- 
lects only  its  oiru  taxes,  while  the  county  is  responsible  f  «r  the 
eollection  of  eonnty  and  State  taxes.  In  such  eaaes  the  same 
property  is  often  sold  for  tAxes  twice,  once  by  the  eity  and  cmce 
by  the  county.  In  still  other  cities,  the  city  turns  over  its  delin- 
quent taxes  to  the  county  treasurer  for  sale.  Certain  counties  in 
the  State  contain  cities  bekmging  in  two  or  in  all  of  these  three 


Delinquent  Taxes  in  Villages 

As  BO<Hi  as  a  village  tax  is  retamed  as  unpaid  by  the  c<dlectang 
ofiQeial  in  a  village  incorporated  under  the  general  Village  Law, 
the  board  of  trustees  may  order  the  property  sold  for  taxes  under 
either  of  two  alternative  methods.  If  they  elect  to  proceed  nndea: 
liie  provisions  ef  section  119  of  the  Village  Law,  they  may  direet 
the  village  treasurer  ' '  to  sell  at  public  auction  an  estate  in  such 
property  for  the  diorteat  period  not  exceeding  fifty  years  for  which 
any  person  will  take  such  property. ' '  Under  section  133,  they  may 
determine  "  that  such  real  property  and  the  entire  interest  there- 
in, instead  of  an  interest  for  a  term  of  years,  be  sold."  In  the 
latter  case,  the  village  officers  possess  the  powers  and  are  subject 
to  the  liabilities  and  duties  of  the  corresponding  county  offiours 
under  articles  6  and  7  of  the  Tax  Law.     (See  below.) 

In  either  ease  the  treasurer  is  required  to  publish  the  notke  of 
sale  "  in  the  t^Seial  newspaper  once  In  each  week  for  at  least  four 
consecutive  weeks,"  to  post  the  notice  in  at  least  five  conspicuous 
places,  and  to  serve  a  copy  on  the  owner  of  the  property  at  least 
three  weeks  before  the  sale.  In  case  the  owner  cannot  be  found, 
the  county  judge  of  the  county  in  which  all  or  part  of  the  village 
is  situated  may  direct  the  manner  of  such  service.  (Sec.  330  Vil- 
lage Law.) 

There  are  in  the  State  a  number  of  villages  operating  under  uAd 
special  lawa  It  is  not  Improbable  that  some  of  these  may  have  an 
entirely  different  plan  for  handling  delinquent  taxes. 

DelinqveBt  Taxes  in  Oommon  School  Districts 

Under  seetaons  434,  435,  436  and  437  of  the  Education  Law,  a 
return  of  delinquent  school  taxes  in  eMmaon  school  districts  is 
nade  to  the  county  treasurer  who  pays  to  the  district  collector  or 
treasurer,  as  the  case  may  be,  the  amount  of  such  delinaoent 
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taxes.  The  county  treasurer  is^  authorized  to  collect  these  delin- 
queneies,  plus  5  per  cent  in  addition,  by  direct  appeal  to  the  tax- 
payer. Any  sums  which  remain  unpaid  when  the  supervisors 
meet  to  lay  the  annual  tax  levy,  are  relevied  on  the  town  roll  with 
the  addition  of  7  per  cent  against  the  properties  on  which  they 
were  originally  levied.  Thereafter  they  follow  the  same  eourae 
as  town,  county  and  State  taxes. 

If  school  district  officials  complied  with  the  other  provisions  of 
law,  it  would  be  possible  to  relevy  delinquent  school  taxes  on  the 
town  rolls  within  two  or  three  months  after  they  became  delin- 
quent. Because  of  the  carelessness  in  following  out  the  provision.': 
of  the  law,  however,  it  not  infrequently  happens  that  delinquen- 
cies from  the  school  levy  due  in  September  are  not  returned  to  the 
county  treasurer  until  after  the  next  county  levy  has  already  been 
made.  In  such  ca^es,  the  relevied  delinquent  School  Tax  may  not 
get  into  the  hands  of  the  town  collector  until  considerably  more 
than  a  year  has  elapsed  after  it  originally  became  delinquent. 
The  only  penalty  and  interest  charges  against  it  durii^  that 
period  are  the  7  per  cent  addition  included  in  the  relevy. 

Delinquent  Taxes  in  Towns 

The  town  collectors  in  all  counties  operating  under  the  general 
Tax  Law,  on  the  expiration  of  their  warrants  return  unpaid  taxes 
to  the  county  treasurer,  plus  an  addition  of  5  per  cent  on  each 
unpaid  tax.  (Section  82  of  the  Tax  Law.)  These  taxes  include 
all  unpaid  district,  town,  county  and  State  taxes  and  also  the  re- 
levied school  taxes  which  remain  unpaid.  The  duties  of  the 
county  treasurers  thereafter  vary  according  to  whether  article  6, 
or  article  7  of  the  Tax  Law  governs. 

Procednre  Under  Article  6 

Article  6  was  originally  drafted  to  apply  to  all  forest  preserve 
counties,  but  it  has  been  repeatedly  amended  until  at  present  only 
six  of  the  sixteen  forest  preserve  counties  still  fall  within  its  pro- 
visions ;  namely,  Herkimer  and  Saratoga  in  the  Adirondack  pre- 
serve, and  Delaware,  Greene,  Sullivan  and  Ulster  in  the  Catskill 
preserve. 

In  those  six  counties,  the  treasurer  after  collecting  such  of  the 
returned  taxes  as  be  can,  transmits  the  list  of  delinquent  taxes 
to  the  State  Comptroller  on  or  before  May  first.  The  Comptroller 
under  the  authority  granted  him.  by  section  101  of  the  Tax  Law 
may  reject  all  taxes  entered  therein  "  found  to  be  erroneous  or 
charged  on  lands  imperfectly  described."  He  is  required  to  re- 
port to  the  county  treasurer  on  or  about  September  first  on  such 
taxes  as  he  has  rejected,  giving  the  grounds  for  rejection  in  each 
case.  The  county  receives  credit  on  the  Comptroller's  books  for 
all  delinquent  taxes  not  rejected.  If  the  total  of  such  delinquent 
taxes  exceeds  the  State  taxes  levied  against  the  county,  the  bal- 
ance is  paid  over  to  the  county  treasurer. 

In  one  of  the  six  counties,  the  record  of  rejections  for  four 
years  stands  as  follows: 
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turned  by  oounty 

treuurer  to  State 

GomptrollR 

UnpAid  tuee 
reiectad 
by  State 

Comptroller 

rftotal 

1918 

|28,g05  4B 
28,071  18 
40,572  89 
61,226  10 

SS,801  77 
9,913  16 
15,710  66 
17,867  66 

32.7 

38.0 

1921 

34.9 

Among  the  reRSons  given  most  frequently  by  the  Comptroller 
for  the  rejection  of  the  individual  items  in  the  foregoing  totals 
were  the  following:  Inadequate  descriptions,  erroneous  descrip- 
tions, duplicate  assessments,  and  lack  of  information  as  to  date  of 
levy  of  school  taxes.  The  assessors,  the  collectors  and  the  comity 
treasnrer  in  turn  are  specifically  charged  by  the  Tax  Law  with 
the  duty  of  avoiding,  or  of  eliminating  and  correctii^  these  errors 
before  the  lists  reach  the  hands  of  the  Comptroller.  The  Comp- 
troller has  access  to  no  maps  and  to  no  records  which  are  not  even 
more  readily  accessible  to  the  town  and  county  ofBcials.  Conse- 
quently, it  is  a  sad  commentary  on  the  inteUigenee  and  devotion 
to  dnty  of  the  local  officials  that  errors  so  palpable  as  to  permit 
of  detection  by  the  Comptroller  should  have  sUpped  by,  first  the 
assessors,  then  the  collectors,  and  finally  the  county  treasurer. 

After  August  first  the  Comptroller  assumes  the  duty  of  collect- 
ing the  delinquent  taxes  which  he  has  admitted,  plus  interest  at 
the  rate  of  10  per  cent  per  annum  from  that  date.  Any  taxes 
remaining  unpaid  after  February  first  of  the  following  year,  he 
may  proceed  to  sell.  In  such  case  he  must  notify  the  county 
trCRHurer  not  less  than  eighteen  weeks  before  the  commencement 
of  the  sale,  and  must  advertise  the  sale  in  two  newspapers  in,  or 
circnlating  in,  the  county  for  twelve  successive  wcrfts.  Because 
of  the  fact  that  article  6  is  rapidly  becoming  obsolete  for  reasons 
ontlined  belo\v,  it  is  hardly  necessary  to  go  into  detail  here  on  the 
actual  procedure  under  which  tax  sales  under  it  are  consummated. 
A  not  inconsiderable  portion  of  the  forest  preserve  has  been 
acquired  by  the  State  at  tax  sales.  Consequently  the  State  has 
been  especially  interested  in  having  all  steps  in  connection  with 
tax  sales  in  the  forest  preserve  counties  carried  out  in  such  a 
manner  as  to  insure  a  valid  title.  For  this  reason  the  last  general 
revision  of  the  Tax  Sale  Law  continued  the  old  system  of  tax  sales 
by  the  Comptroller  in  the  forest  preserve  counties,  at  the  same 
time  that  it  abolished  it  for  all  other  counties.  By  repeated 
amendments,  however,  all  but  two  of  the  more  important  forest 
preserve  counties  have  been  given  the  right  to  conduct  their  own 
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sales,  and  the  total  area  of  forest  preserve  in  the  six  counties 
which  still  operate  iind«'  article  6  is  only  17  per  cent  of  the  total 
area.  To  a  large  extent,  therefore,  artiole  6  has  outlived  its  uoe- 
ftilness.  It  is  probably  only  a  question  of  a  short  time  until  it  will 
become  obsolete.  At  the  1922  session  of  the  Legislatore  three 
connties  containing  more  than  54  per  cent  of  the  total  area  of  the 
forest  preserve  were  given  the  right  to  conduct  their  own  tax  sales 
under  article  7. 

Procedure  Undir  Article  7 

Tax  sales  under  article  7,  however,  are  equally  nnsatisfactoiy. 
The  five  connties  in  Greater  New  York,  and  Westchester  and 
Nassau  counties,  have  'sought  and  obtained  special  I^islation 
which  gives  them  a  tax  sale  procedure  more  in  keeping  with 
modem  needs.  The  remaining  counties  of  the  State,  including 
ten  of  the  forest  preserve  connties  are  operating,  supposedly, 
under  article  7.  As  a  matter  of  fact,  some  of  them  are  not 
operating  at  all,  others  are  operating  very  badly,  and  there  is 
abnndant  evidence  that  a  crisis  in  some  of  them  is  impending. 

The  procedure  laid  down  in  article  7  is  as  follows :  If  any  tax 
returned  by  the  collector  to  the  county  treasurer  as  unpaid  re- 
mains unpaid  on  the  first  of  August  next  succeeding,  the  treasurer 
is  authorized  to  advertise  and  sell  the  real  estate  on  which  the  tax 
was  levied  for  the  amount  of  the  tax,  plus  interest  at  10  per  cent 
per  annum  from  February  first  and  costs  of  advertising  and  con- 
ducting the  Hale.  No  list  shall  be  advertised  for  sale  until  it  shall 
have  received  the  approval  of  the  State  Comptroller.  At  the  sale, 
the  eoiinty  is  authorized  to  buy  in  any  real  estate  offered  for  sale. 
In  the  ten  forest  preserve  counties  operating  under  article  7  the 
list  of  lands  so  bought  in  is  to  be  submitted  to  the  Comptroller, 
who  shall  have  the  right  within  six  months  to  take  over  such 
tracts  for  the  State  as  he  may  designate,  after  crediting  the  county 
on  his  books  with  the  amount  of  taxes,  interest  and  expenses  in- 
volved in  the  sale,  plus  any  further  taxes  that  may  have  been 
levied  on  the  property  after  the  sale  was  made.  In  case  of  the 
failure  of  the  owner  of  record  to  comply  with  the  provisions  of  the 
law  regarding  redemption  within  one  year  from  the  last  day  of 
the  sale  at  which  the  property  was  sold,  the  county  treasurer  after 
due  advertisement  is  authorized  to  "  execute  to  the  purchaser  a 
conveyance  of  the  real  estate  so  sold  •  •  •  which  conveyance 
shall  vest  in  the  grantee  an  absolute  estate  in  fee."  This  pro- 
vision applies  whether  a  private  individual,  the  county  itself,  or 
the  State  is  the  purchaser. 

So  much  for  the  chief  prorisions  of  article  7.  As  a  matter  of 
fact  there  are  many  counties  which  do  not  comply  with  it. 

In  some  cases,  the  sales  conducted  are  invalid  because  of  failure 
to  comply  with  all  the  requirements  regarding  advertising  and 
submission  of  the  lists  to  the  Comptroller. 

In  other  cases,  connties  have  found  it  too  much  trouble  to  con- 
duct tax  sales,  so  nothing  at  ail  has  been  done  in  the  past  to  clear 
up  delinquent  taxes. 
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Ih  still  other  eases,  land  bought  in  by  the  county  and  not  re- 
deemed by  the  purchaser  is  not  excluded  from  the  tax  rolls,  as 
revioired  by  the  provisions  of  section  50  of  the  Tax  Law.  In  sadi 
cases  the  county  may  ci»ttinae  to  buy  in  the  aame  land  at  tax  sales 
year  after  year  foT  successive  delinquencies.  '  In  fact,  there  are 
eonnty  treasarera  who  seem  to  be  una^va^e  of  the  fact  that  a  deed 
in  fee  simple  can  ever  be  acquired  by  the  county,  or  other  par- 
chaser  of  real  estate,  at  a  tax  sale. 

In  many  counties  the  records  of  tax  sales  are  in  such  a  chaotic 
Ktate  that  it  is  difficult  to  arrive  at  any  conclusions  concerning  the 
status  or  amount  of  delinquent  taxes.  In  one  county,  however, 
steps  were  taken  in  1922  to  investigate  the  possibility  of  liquidat- 
ing the  $470,000  of  county  funds  tied  up  in  property  bought  in  at 
tax  sales  in  the  past,  A  preliminary  investigation  points  to  the 
eonelusion  that  about  80  per  cent  of  this  amount  ia  based  on  erro- 
neous taxes  of  one  description  or  another.  The  prime  cause  of  this 
eondition  of  affairs  is  to  be  found  of  course  in  the  breakdown  of 
the  present  system  of  assessments  and  collection,  which  has  already 
been  sufficiently  commented  on.  Nevertheless,  the  situation  eonld 
never  have  reached  its  present  serious  proportions  if  the  treasurer 
and  the  board  of  supervisors  had  exercised  their  authority  and 
complied  with  their  duty  in  rejecting  erroneous  taxes  when  they 
■were  returned  by  the  colleetora,  and  in  striking  frwn  the  rolfe 
unredeemed  property  acquired  at  previous  tax  sales.  In  one  case, 
the  conntv  had  bought  in  duplicate  taxes  on  one  property  year 
after  year  from  1899  to  1921. 

An  an  illnatration  of  the  extent  to  which  counties  are  forced  to 
buy  in  delinquent  taxes,  the  following  figures  of  the  county  treae- 
nrer  's  tax  sale  in  one  county  in  1922  are  of  interest : 

Amount    involved    in    sales    including 

taxes,  interest  and  costs $12,242  90 

$12,242  90 

Bought  in  by  individuals $1,860  50 

Bought  in  by  county 10,382  40 

$12,242  90 


In  other  words,  the  county  took  out  of  one  pocket  and  put  into 
another  pocket  85  per  cent  of  all  the  delinquent  taxes  for  that 
year  in  the  county.  It  has  previously  advanced  proportionate 
shares  of  these  deiinquenciea  in  cash  to  the  town'  and  to  the  State, 
and  the  tax  aale  merely  served  to  balance  the  books  on  those  items 
and  on  the  treasurer's  payments  on  county  expenses.  Under  the 
law,  as  has  already  been  pointed  out,  the  county  treasurer  is 
entitled  to  recoup  the  pocket  out  of  which  he  got  the  money  for 
the  tax  sale  by  selling,  after  the  lapse  of  the  redemption  period, 
an  "  absolute  estate  in  fee."     But  he  does  not  do  that.     He  is 
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carrying  on  his  books  what  he  calls  a  tax  equity  i 
abont  $110,000,  some  of  it  dating  back  to  18d9.  Just  at  present, 
the  real  eetate  market  in  this  county  is  looking  up.  The  namber 
of  delinqnent  taxpayers  who  have  been  aroused  to  the  duty  of  pay- 
ing taxes  by  the  increase  in  land  values  has  of  late  been  sufficiently 
large  to  decrease  materially  the  outstandii^  tax  equity  held  by  the 
county.  In  certain  other  counties,  however,  -wbiah  do  not  happen 
to  be  so  favorably  situated,  enlightened  self-interest  has  not  come 
into  play  as  a  substitute  for  action  on  the  part  of  county  officials, 
and  there  the  county  funds  invested  in  delinquent  taxes  are 
mounting  steadily, 

Biunmary  of  Findings  on  Delinquent  Taxes 

The  outstanding  conclusions  to  be  drawn  from  the  foregoing 
brief  outlines  of  the  provisions  of  the  various  laws  relating  to  the 
handling  of  delinquent  taxes  are  these : 

In  some  of  the  cities  in  the  State  and  in  all  the  villages,  one 
property  may .  be  sold  for  delinquent  taxes  twice ;  once  for  the 
city  or  village  tax,  and  again  for  the  county  and  State  tax. 

In  a  village  lyii^  in  a  common  school  district,  it  would  be  quite 
possible  for  a  delinquent  1921  school  tax  to  remain  unprotected 
by  any  sale,  even  after  the  property  against  which  it  was  levied 
had  been  sold  separately  for  village  taxes  and  for  other  taxes 
delinquent  under  levies  for  1922. 

The  law  is  so  involved  that  many  county  officials,  and  no  doubt 
village  officials  as  well,  are  not  sure  what  is  required  of  them. 
Consequently,  some  of  th^n  do  nothing.  Others  do  only  part  of 
what  the  law  stipulates. 

The  intecest  in  real  estate  which  can  be  acquired  at  a  tax  sale 
is  not  generally  attractive  to  investors.  In  a  limited  number  of 
cases,  individuals  who  specialize  in  the  business,  will  buy  in  prop- 
erty at  tax  sales  because  they  know  the  owners  intend  to  redeem, 
as  soon  as  they  are  informed  of  the  delinquency.  In  short,  they 
buy  in  taxes  which  they  consider  collectible,  taxes  which  remained 
uncollected  because  of  laxity  on  the  part  of  the  collecting  officials. 
Their  profits  accrue  through  the  10  per  cent  interest  allowed  on 
their  investment.  In  cases  where  such  individuals  have  committed 
errors  of  judgment,  in  that  the  owner  of  record  does  not  appear 
to  redeem  the  property,  they  frequently  attempt  to  have  the 
assessment  on  which  the  tax  sale  was  based  set  aside,  on  technical 
grounds.  This  is  usually  not  difficult  to  do  because  of  the  facts 
already  pointed  out  regarding  the  inefficient  manner  in  which 
assessors  discharge  their  duties.  The  "  absolute  estate  in  fee  " 
e::ecuted  to  the  purchasers  at  a  tax  sale  by  the  county  treasurers 
or  the  State  Comptroller,  in  case  of  failure  by  the  owner  to 
redeem,  is  itself  subject  to  judicial  review.  Cases  are  on  record 
where  such  conveyances  have  been  set  aside  after  fifty  years  be- 
cause of  technical  errors  in  the  tnakii^  of  the  assessment  roll. 

Because  of  the  fact  that  tax  titles  under  the  gener^  law  are 
BO  uncertain,  the  county  itself  is  usually  forced  to  buy  in  the 
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major  portion  of  its  delinqneot  taxes.  In  maD7  cases  the  count? 
neglects  to  take  title  to  the  property  after  the  period  of  redemp- 
tion expires,  and  allows  its  "  frozen  credits  "  of  this  type  to  pile 
np  year  after  year,  unless  a  real  estate  boom  comes  along  to  thaw 
them  oat. 

Keoommuidatioiu 

In  short,  the  situation  is  such  as  to  require  a  thorough-going 
revision  of  the  law  governing  tax  sales.  The  weaknesses  of  the 
present  system,  however,  cannot  be  cured  simply  by  revising  the 
provisions  of  the  tax  sale  law  itself,  As  long  as  the  present  system 
of  planless  and  inefficient  assessments  is  continued ;  as  long  as  the 
taxes  on  any  given  property  are  collected  throughout  the  greater 
part  of  the  State  on  separate  warrants  by  two  or  three  different 
collectors,  it  will  be  impossible  to  devise  an  effective  tax  sale  act. 

Among  the  essentials  of  such  an  act  would  be  the  following: 

1.  All  delinquent  governmental  charges  against  a  property, 
including  taxes,  for  every  governmental  subdivision  within 
the  State,  special  assessments,  water  rents,  etc.,  together  with 
interest,  penalties  and  coel^  thereon  should  be  brought 
together  into  one  consolidated  lien  against  the  property  on 
which  they  were  levied. 

2.  This  consolidated  lien  should  be  sold  at  public  auction  by 
some  official  designated  in  the  act  —  preferably  the  chief 
financial  officer  in  a  city,  and  the  county  treasurer  for  all 
property  outside  the  limits  of  a  city. 

3.  The  certificate  of  sale  should  be  to  all  intents  and  pur- 
poses a  mortgage  with  priority  over  all  other  mortgages  or 
encumbrances.  The  holder  should  have  the  right  to  record  it 
in  the  county  clerk's  office  as  other  mortgages  are  recorded. 

4.  No  certificate  of  sale  should  be  set  aside  by  reason  of  in- 
consequential technicality. 

5.  After  the  expiration  of  the  redemption  period,  the  holder 
should  have  the  right  to  file  a  bill  in  equity  and  foreclose  the 
right  of  redemption,  in  order  to  acquire  title  to  the  property 
in  fee  simple.  No  such  title  should  be  subject  to  attack  on 
any  other  grounds  than  fraud. 

6.  When  the  county  or  city,  as  the  case  may  be,  has  pur- 
chased a  delinquent  tax  lien,  and  does  not  desire  to  foreclose 
its  mortgage  on  the  property,  it  shall  not  be  necessary  again 
to  sell  the  property  in  case  of  future  delinquencies.  In  such 
cases  the  new  delinquency  plus  penalties  and  interest  should 
automatically  increase  the  amount  of  the  existing  lien;  and 
until  such  time  as  the  property  was  redeemed  by  the  owner 
any  future  payments  of  taxes  should  be  applied  f^ainst  the 
lieu  as  a  whole  and  not  against  the  taxes  for  the  year  in  which 
the  payment  was  made.  The  tax  bill  against  any  property  on 
which  taxes  or  other  charges  are  delinquent  should  always 
include  the  amount  of  the  delinquency  plus  accrued  interest 
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and  penalties  as  well  as  the  current  ta3:es,  and.  afaooM  be  p^- 
able  only  in  the  oiBce  where  the  records  of  dElinqaest  taxa 
are  kept.  In  case  the  tsspayer  desired  to  pay  the  aiHre 
amoont  of  his  tax,  the  ofBcial  in  charge  of  delinquaicies 
should  accept  payment,  giving  a  receipt  to  the  taxpayer  and 
transmitting  a  duplicate  thereof  to  the  collector  in  whose 
hands  the  current  rolls  are.  This  document  wonld  be  the 
current  collector's  authority  for  cloeing  the  entry,  and  would 
be  receivable  at  the  time  of  his  settlement  with  the  treasnret 
in  lieu  of  cash  for  the  entry  in  question, 

7.  Steps  should  also  be  taken  in  the  general  revision  of  the 
tax  sale  law  to  include  remedial  legislation  designed  to  quiet 
title  to  property  previously  acquired  through  tax  sales.  In 
view  of  recent  successful  attacks  on  old  titles  of  this  type 
based  on  tax  sales  almost  half  a  century  old,  it  is  evident  Hist 
action  of  some  kind  is  necessary  in  order  to  protect  the  present 
owners  of  record,  including  the  State  itself.  Careful  study 
might  result  in  the  aeeomplisfament  of  tfaia  desirable  end 
throagh  an  extension  of  the  scope  of  the  laws  on  the  Torrens 
system  of  title  registration,  without  jeopardizing  any  legiti- 
mate rights  OF  interests. 

E  — TAZB8  ON  STATE  LAUDS 

The  authority  of  local  governmental  units  to  levy  taxes  on  land 
owned  by  the  State  rests  on  section  22  of  the  Tax  Law,  section 
440  of  the  Education  Law,  chapter  149  of  the  Laws  of  1911,  and 
chapter  850  of  the  Laws  of  1920. 

Iaw  Govermng  Tttzes  on  Vtoreat  Preserw 

Section  22  of  the  Tax  Law  provides  that  all  State-owned  wild 
or  forest  lands  in  the  forest  preserve,  and  in  the  towns  of  Altona 
and  Dannemora  in  Clinton  county  "shall  be  assessed  and  taxed 
at  a  like  valuation  and  rate  as  similar  lands  of  individuals  within 
the  counties  where  situated."  The  lands  are  to  be  assessed  by 
the  local  assessors,  copies  of  the  town  rolls  are  to  be  forwarded 
to  the  Conservation  Commission  and  to  the  Comptroller,  and  "no 
such  assessment  of  State  lands  shall  be  valid  for  any  purpose 
until  the  amount  of  the  assessment  is  approved  by  the  Comptrol- 
ler.   No  tax  for  the  erection  of  a  school  house  or  opening 

of  a  road  shall  be  imposed  on  the  State  lands  unless  aueh  erection 
or  opening  shall  have  first  been  approved  in  writing  by  the  Con- 
servation Cotamission. " 

Section  twenty  of  the  same  law  requires  the  Comptroller,  on  or 
about  April  fifteenth,  to  "transmit  to  the  assessors  of  each  tax 
district  a  statement  of  all  lands  owned  by  the  State,  emd  such 
statement  shall  be  used  by  the  assessors  in  making  up  their  aBScss- 
ment  rolls,  and  shall  be  considered  by  them  as  their  authority  to 
assess  to  the  State  sueh  of  the  lands  deaaribed  tber«on  as  are 
legally  subject  to  taxation." 
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Aside  troBi  these  two  sections,  there  would  seem  to  be  nothing 
in  the  Tax  Law  which  would  exempt  State-owned  lands  in  the 
forest  pre^rve  from  the  provisions  of  the  General  Laws  governing 
the  assessment,  and  levy  and  collection  of  taxes  on  other  property. 
Because  of  the  constitutional  restriction  against  the  sale  of  forrat^ 
preserve  lands,  those  partiims  of  the  Tax  Law  dealing  with  tax 
«ales  are  of  oourse  inappliealble. 

Iaw  Qoyeming  School  Taxes  on  State-Oiraed  Land  not  in  tha 
Torest  Freaerve 

The  law  governing  the  aseessinMLt,  levy  and  collection  of  school 
taxes  OD  State  htuds  outside  the  forest  preserve  is  somewhat  more 
explicit  in  the  nain  than  that  governing  taxes  on  the  forest  pre- 
serve. Section  440  of  the  Education  Law  provides  that  the  school 
sutboritiea  of  attain  school  districts  in  the  counties  of  Clinton, 
Dutehess,  Brie,  Herkimer,  Monroe,  Oneida,  Orange,  Suffolk, 
L'lster,  Washington  and  Westchester,  and  of  all  school  districts 
in  the  county  of  Soi^land,  shall  assess  State-owned  lands  within' 
the  honndariefl  ot  their  districts,  exclusive  of  improvements  there- 
on, at  the  same  valuation  as  similar  lands  of  individuala.  The 
tax  list  of  the  sdiool  district  is  to  be  submitted  to  the  Comptmller 
who,  within  thirty  days  after  receipt,  and  after  hearing  the  trus- 
tees if  th^  80  desire,  shall  reduce  any  assessments  on  State  lands 
which  teem,  to  him  unfair,  and  shall  communicate  his  approval 
of  the  revised  roll  to  the  school  trustees. 

Thereafter  the  Comptroller  is  to  credit  the  account  of  the  eounty 
in  wMeh  the  school  district  lies  with  the  amount  of  the  tax  due 
the  aehool  diatriet  from  tdie  State;  and  the  county  treasurer,  after 
such  adjustment,  is  to  pay  over  the  sum  involved  to  the  collector 
of  the  Bcbeoi  district.  In  the  ease  of  union  free  schocd  district 
Bvnber  one,  town  of  Dannemora,  eounty  of  Clinton,  the  Comp- 
troller pi^ys  the  tax  direct  to  the  school  authorities; 

Iaws  Ooveming  General  Taxes  on  State-Owned  Lands  not  in 
the  Forast  Preserve 

Chapter  149  ef  the  Laws  of  1911  provided  for  the  taxation  of 
all  lands  in  Ae  oonnty  of  Rockland  acquired  by  the  State  for  a 
pidilie  use,  but  exelnsive  ef  the  improvements  erected  thereon  by 
the  State  "for  State,  county,  town,  village,  school  and  highway 
porpoHes  in  the  same  manner  as  other  real  property."  Chapter 
859  of  the  Laws  ef  19S0  provides  similarly  for  all  lands  acquired 
by  lite  Commissioners  of  Palisade  Laterstate  Park  in  the  towns  of 
Woodbury,  Tuxedo,  Highlands  and  Cornwall  in  the  county  of 
Orange, 

Both  laws  provide  that  the  aasessment  of  snch  lands  sbaM  not 
be  redneed  hehxw  the  value  at  which  they  were  assessed  when  the 
State  acquired  them.  This  restriction  is  to  remain  in  force  until 
all  the  county,  town  and  village  debts  ontstanding  at  the  time 
of  the  State's  aoquisrtian  of  the  lands  shall  Have  been  retired. 


Doni/catyCoO^^Ic 


142  Repobt  of  Special  JoI^rT  Couuitteb 

They  farther  provide  that  school  taxes  are  to  be  assessed,  levied 
and  collected  in  conformity  with  the  provisions  of  section  440  of 
the  Education  Law. 

Procedure  in  Aasessing  Forest  Preserve  Lands 

At  present  the  assessors  in  the  towns  having  forest  preserve 
lands  comply  explicitly  with  at  least  one  portion  of  section  twenty- 
two.  They  do  assess  forest  preserve  lands  as  other  similar  lands 
are  assessed — which>is  to  say  that  they  assess  them  very  badly 
and  very  inequitably.  The  old  trick  of  assessing  lands  owned  by 
non-residents  at  a  higher  percentile  of  fall  value  than  those 
of  residents  is  not  unfaiown  in  scane  of  the  forest  preserve  eonn- 
ties,  and  the  State  is  looked  on  as  a  non-resident  land  owner. 

Consequently,  that  portion  of  the  section  which  stipulates  that 
no  assessment  of  forest  preserve  lands  shall  be  valid  nntil  it  shall 
have  received  the  approval  of  the  State  Comptroller,  has  served 
as  a  very  useful  purpose.  Unfortunately,  the  Land  Tax  Bnrean 
in  the  Comptroller's  office  has  developed  a  theory  of  the  value  of 
state  forests,  which  would  seem  to  be  out  of  harmony  with  the 
spirit  of  the  law.  The  theory,  stated  briefly,  is  as  follows:  Under 
article  VII,  section  7,  of  the  Constitution,  the  lands  in  the  forest 
preserve  can  never  be  leased  nor  sold,  nor  can  the  timber  thereon 
be  sold  or  removed.  As  the  State  can  neither  sell  the  land,  nor 
derive  an  income  from  it,  the  land  can  have  no  value,  and  any 
assessment  allowed  is  to  that  extent  a  voluntary  gift  of  taxing 
power  to  the  town  by  the  State.  Consequently,  the  Land  Tax 
Bureau  feels  itself  justified  in  limiting  the  assessed  values  of  lands 
in  the  forest  preserve  to  points  which  in  some  cases  are  below  those 
for  similar  adjoining  lands  in  private  ownership. 

Not  only  does  this  seem  to  your  Committee  a  violation  of  the 
plain  intent  of  section  twenty-two,  but  it  is  also  contrary  to  prin- 
ciples established  in  the  Conservation  Law  and  supported  by 
court  decisions  in  regard  to  the  amounts  due  the  State  for  dam- 
ages to  State  forests  by  fire  or  otherwise.  In  the  case  of  the 
People  V.  New  York  Central  and  Hudson  River  R.  R.  Co.  (1914) 
—  (213  N.  Y.  136  and  161  App.  Div.  322),  the  following  prin- 
ciple was  enunciated:  "The  measure  of  damages  to  lands  within 
the  forest  preserve,  resultii^  from  fire  thereon,  is  the  difFerenee 
between  the  market  value  of  the  land  of  which  the  timber  was 
a  part  immediately  before,  and  its  market  value  immediately  after 
the  burning.  Section  7  of  article  7  of  the  State  Constitntion, 
which  prohibits  the  selling,  removing,  or  destroying  of  timber  on 
the  lands  consituting  the  forest  preserve,  has  not  prescribed  any 
other  rule  as  to  such  lands."  This  decision  which  does  not  bear 
directly  on  the  question  at  issue,  would  seem  to  support  yonr 
Committee's  contention  that  the  words  in  secticm  22  which  provide 
that  lands  in  the  forest  preserve  "shall  be  assessed  and  taxed  at 
a  like  valuation  and  rate  as  similar  lands  of  individuals"  mean 
exactly  what  they  say,  and  leave  do  room  for  the  contention  that 
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they  have  no  valne  because  they  produce  so  income  and  cannot 
be  sold. 

The  conflict  between  the  theory  of  value  held  by  the  land  tax 
bnrea»  and  the  diametrically  opposite  practice  of  certain  asseasora 
in  assessing  State  lands  at  a  lugher  value  than  adjoining  similar 
lands  owned  by  residents,  has  inevitably  resulted  in  friction  and 
disaatisfaction.  Under  the  law  the  final  decision,  short  of  recourse 
to  the  courts,  has  rested  with  the  Comptroller's  of^e.  This  fact, 
however,  has  only  served  to  increase  the  dissatisfaction  on  the  part 
of  the  local  officials. 

In  the  limited  time  at  the  disposal  of  your  committee,  it  was 
impossible  to  go  deeply  into  the  qnestions  at  issue  in  the  contro- 
versy. The  fact  is  that  under  the  present  system  of  assessment, 
neither  the  comptroller's  office  on  the  one  hand,  nor  the  local 
assessors  on  the  other,  are  in  a  position  to  support  their  conten- 
tions with  other  than  sporadic  and  often  mutually  destructive 
evidences  of  value.  In  ^ort,  t^e  fault  lies  not  alone  in  t^e  con- 
flicting theories  of  value,  but  in  the  entjre  system  for  the  assess- 
ment of  lands  in  the  forest  preserve. 

Amount  of  Forest  Preserre  Taxed 

The  exact  amount  of  land  actually  taxable  under  section  22  is 
somewhat  difficult  to  arrive  at.  In  the  first  place,  new  lands  are 
constantly  being  acquired.  In  the  second  place,  the  area  owned 
inclndes  water  as  well  as  forest  land.  In  the  third  place,  certain 
wild  or  forest  lands  in  the  towns  of  Altona  and  Dannemora, 
county  of  Clinton,  which  are  not  included  in  the  forest  preserve, 
are  taxable  under  the  section. 

The  last  published  list  of  lands  in  the  forest  preserve  shows  a 
total  acreage  on  March  20,  1920,  of  1,856,912.06  acres.  This  area 
included  196,808.32  acres  of  land  under  water,  leaving  1,660,103.74 
of  wild  or  forest  lands  not  under  water.  The  Comptroller's  report 
for  1920  shows  that  a  total  of  1,651,657.73  acres  was  assessed  for 
taxes  in  that  year.  Both  in  Clinton  and  St.  Lawrence  counties, 
the  area  of  the  lands  assessed  showed  a  considerable  excess  over 
the  lands,  exclu^ve  of  lands  under  water,  listed  in  those  counties. 
In  all  the  other  counties  combined,  less  land  was  assessed  than 
was  listed,  to  the  extent  of  35,093.93  acres. 

In  the  time  allotted  for  this  portion  of  the  work,  it  was  impos- 
sible to  make  a  study  in  detail  of  the  exact  amount  of  taxable 
State-owned  land,  nor  of  the  percentage  of  that  total  actually 
assessed  for  taxes  in  each  of  the  towns  in  which  such  lands  are 
located.  A  comparison  of  the  comptroller's  tabulation  of  lands 
assessed  by  towns  in  1921  with  the  areas  listed  in  1920  reveals 
the  fact  that  none  of  the  eighteen  towns  containing  forest  pre- 
serve lands  in  Oneida  and  Sullivan  counties  assessed  them  in  1921. 
All  of  the  towns  in  Esses  and  Hamilton  counties  credited  with 
lands  in  the  1920  list  assessed  such  lands.  In  each  of  the  remain- 
ing twelve  forest  preserve  counties,  one  or  more  towns  credited 
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irith  taxable  laods  failed  to  aasees  than,  the  total  niiinb«r  of 
such  towns  in  the  twelve  counties  being  fifty-eight.  In  short,  a 
total  of  seventy-siz  towns  credited  on  the  1920  liftt  with  an  ag^e- 
gate  of  19,461.24  acres  failed  to  assess  any  forest  preserve  lands 
for  tax&ticHi  in  1921.  One  of  these  towns  has  a  taxable  forest 
preserve  area  ol  more  than  3,000  aerea;  four  otiiers  have  more 
than  1,000  acres  each ;  two  have  between  800  and  1,000 ;  the 
remainder  are  all  below  500  acresL 

The  reason  advanced  in  soioe  of  these  towns  for  failure  to 
assess  the  State  lands  is  that  such  assessment  would  necessitate 
the  expense  of  iiling  two  copies  of  the  assessment  roll  in  Albany. 
This  is  a  valid  reason  in  case  the  amounts  involved  are  small. 
Such  an  argument  will  hardly  hold,  however,  in  the  ease  of  the 
towns  with  an  acreage  of  more  than  500  acres  of  taxable  State 
land.  The  reason  then  is  to  be  found  no  doubt  in  inertia  and 
inefBeiency.  It  is  not  improbable  that  othw  taxable  land  is  also 
left  off  the  rolls  in  such  towns. 

Table  No.  22  shows  the  acreage  aeaefised  in  each  of  the  eonnties 
returning  taxes  on  forest  pr^erve  lands  to  the  Comptroller  in  1930 
and  1921,  the  aggregate  assessed  values,  and  the  average  assessed 
values  per  acre. 

In  view  of  the  fact  that  land  valuations  are  not  reported  sepa- 
rately on  the  town  tax  rolls,  it  is  impracticable  to  compare  the 
assessed  values  per  acre  of  State-owned  lands  with  those  of  other 
lands  in  the  same  counties.  Certainly  the  assessed  values  reported 
would  seem  to  be  well  within  the  market  value  of  such  lands,  if 
the  State  were  to  offer  them  for  sale. 
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Proeedim  ia  OoDectiiig  Taxn  on  Forest  Preserre  Lands 

As  has  already  been  pointed  out,  aections  20  and  22  of  the  Tax 
Li&w  are  the  only  ones  af^eting  procednre  in  regard  to  taxes  (m 
State  lands,  and  there  is  nothing  in  either  of  those  sections  which 
deals  with  the  method  of  collecting  the  taxes  from  the  State.  In 
the  absence  of  any  provisions  to  the  contrary,  the  taxes  levied  on 
the  State  forest  preserve  follow  the  devious  course  laid  down  for 
the  return  by  county  treasurers  in  certain  counties  to  the  State 
Comptroller  for  unpaid  taxes  on  lands  in  private  ownership.  Thia 
course  has  already  been  described  in  the  section  dealing  with  the 
collection  of  delinquent  taxes. 

Under  this  plan,  school  taxes  levied  on  forest  preserve  lands 
are  returned  to  the  county  treasurer  by  the  school  trustees  as  on- 
collected.  They  are  then  relevied,  plus  7  per  cent,  i^ainst  the 
State  lands  on  the  town  rolls,  sometimes  a  year  or  more  aftw  they 
were  wiginally  levied.  The  town  coUector  returns  the  State, 
county,  town  and  relevied  school  tax,  with  the  addition  of  any 
brush  cutting  tax  which  may  have  been  levied  against  State  lands 
under  sectitm  55  of  the  Highway  Law.  In  a  number  of  counties, 
the  collector  receives  his  2  per  cent  fee  for  all  taxes  on  State 
lands  as  returned.  The  Comptroller  has  consistently  refused  to 
,  reimburse  the  county  treasurer  for  the  fees  advanced  the  et^ect- 
ors.  After  the  treasurer  has  checked  the  collector's  return  against 
the  tax  roU  and  has  t^en  steps  to  correct  such  descriptions  as 
are  inadequate  or  inaccurate,  he  transmits  the  list  to  the  State 
Comptroller  before  May  firsL 

The  Comptroller  has  the  right  to  reject  any  tax  on  the  list  be- 
cause of  failure  to  comply  with  his  previous  orders  relative  to  re- 
duction of  assessments,  because  of  faulty  desu'iption,  or  because 
of  lack  ot  complete  information  relative  to  date  of  levy  and  rate 
vi  school  taxes.  The  latter  is  a  prolific  source  of  rejections  in  the 
nature  of  things,  since  neither  the  town  collector  nor  the  county 
treasurer  is  in  possession  of  the  record  frmn  which  the  information 
could  be  obtained. 

Another  important  cause  of  rejections  is  the  brush  cutting  tax. 
Since  this  tax  has  not  hitherto  been  explained,  a  word  concerning 
it  may  not  be  amiss  at  this  point.  Under  section  54  of  the  High- 
way Law,  a  land  owner,  unless  the  town  has  voted  to  mate  the 
cost  a  town  charge,  is  made  responsible  for  the  removal  at  least 
twice  a  year  of  the  noxious  weeds,  briars  and  brush  growing  in 
the  highways  fronting  his  lands.  In  case  of  his  failure  to  comply 
with  the  law.  the, town  superintendent  of  highways  is  authorized 
to  perform  the  work  and  to  assess  the  cost  against  the  land  owner. 
Section  55  requires  the  service  of  a  notice  by  the  town  superin- 
tendent on  the  land  owner  at  least  eight  days  prior  to  the  hearing 
at  which  the  assessment  is  to  be  fixed.  Thereafter  the  town  board 
certifies  the  assessment  to  the  board  of  supervisors,  who  levy  it 
against  the  land  owner.    ' '  The  amount  so  levied,  shall  be  collected 
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in  the  same  maimer  as  atber  taxes  levied  by  sncli  board."  (Sec- 
tion 55.) 

In  some  of  the  forest  preserve  counties,  do  such  tax  is  at  pres- 
ent being  Levied  against  State  lands.  In  others,  there  is  evidence 
that  it  has  been  considerably  abused.  Instanees  were  called  to  the 
Committee's  attention  of  the  levy  o£  such  a  tax  on  State  lands 
more  th^n  a  mile  from  the  nearest  highway ;  of  notices  of  hearings 
served  on  the  State  by  mail,  in  -which  the  post  mark  on  the  en- 
vdope  was  subsequent  to  the  date  set  for  the  hearing  in  the  en- 
closed notice;  of  taxes  levied  for  brush  cutting  on  wood  roads 
which  have  not  been  used  for  any  purpose  since  the  State  aeqnired 
all  the  lands  along  and  around  them.  Facts  of  this  nature  have 
led  the  Comptroller's  office  to  look  with  suspicion  on  all  brush 
cutting  taxes,  and  be  rejects  most,  if  not  all,  of  them. 

In  addition  to  these  rejections,  there  are  of  coarse  alao  those 
due  to  gross  incompetence  on  the  part  of  the  assessor  —  inade- 
quate descriptions,  erroneous  descriptions  and  duplicate  assess- 
ments. In  some  cases,  the  Comptroller  has  been  compelled  under 
the  law  to  reject  the  entire  tax  in  certain  towns  because  of  the 
failure  of  the  assessors  to  file  copies  of  their  roll  with  the  Con- 
servation Commission  and  the  Comptroller. 

On  or  about  September  first,  the  Comptroller  notifies  the 
county  treasurer  of  all  rejections  aod  credits  him  with  the  amount 
of  the  taxes  he  has  admitted,  as  in  the  ease  of  delinquent  taxes 
on  other  properties  which  are  returned  to  him. 

Table  No.  23  shows  the  amounts  of  tax  levied  in  each  of  the 
counties  included  in  the  forest  preserve  for  the  years  1919  and 
1920;  the  amount  of  such  tax  admitted  by  the  Comptroller;  the 
amounts  rejected ;  and  the  percentage  of  the  total  levy  rejected. 

The  rejections  in  the  counties  studied  consisted  chiefly  of  brush 
cutting  taxes  and  school  taxes  —  the  former  because  they  ap- 
peared excessive  or  because  the  law  had  not  been  fully  complied 
with  in  their  levy ;  the  latter  because  full  information  as  to  date 
and  rate  of  original  levy  had  not  been  supplied  on  the  return. 
There  were  also  cases  of  rejections  because  of  assessments  at  a 
higher  value  per  acre  than  that  which  had  been  approved  by  the 
Comptroller, 
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Spedal  froblem  in  Oonneetien  witii  HaoiUtoii  Oonntr 

Hamilton  county  ranks  first  among  the  sixte^i  forest  preserre 
comities  in  area  of  forest  preserve  lEinds,  In  1921,  627,748  acres 
or  36  per  cent  of  the  total  area  of  forest  preserve  in  the  State  was 
assessed  for  taxation  in  that  eonnty.  The  amount  of  tax  paid  by 
the  State  represents  about  $150,000  &  year  or  about  43  per  cent 
o£  the  State's  tax  bill  on  its  forest  lands.  5hirtiermore,  the  tax 
paid  by  the  State  constitutes  about  45  per  cent  of  all  the  taxes 
paid  in  the  county. 

In  1920,  the  State  admitted  in  taxes  from  that  county  $145,- 
817,99  or  about  $36.70  for  every  man,  woman  and  child  in  the 
county.  The  highest  population  ever  recorded  for  the  county 
was  that  of  1900,  when  it  reached  4,947.  It  has  shown  a  steady 
decrease  sinee  that  time  and  in  1930  stood  at  3,970.  This  popula- 
tion was  distributed  among  nine  towns,  in  Uiat  year  as  follows, 
and  there  is  reason  to  believe  that  the  population  has  further  de- 
creased in  some  of  these  since  that  time : 

TABLE  No.  24 
Populatim  of  BamUtoa  OoitHty  by  Toima—  1920 

Ixmg  Lake  1 ,116 

IndiM  Lake  1 ,031 

■Wells  6M 

lAke  Ple&saitt   393 

Bape   203 

AriectU   176 

Inlet   171 


Each  of  these  towns  has  a  complete  town  government,  with  a 
supervisor,  town  clerk,  justices  <rf  the  peace,  three  asseaors,  a 
town  collector,  constabl^,  superintendent  of  highways,  etc.  In 
each  town  there  are  furthermore  one  or  more  complete  s^s  of 
school  district  officers.  It  is  safe  to  assume  that  every  male  resi- 
dent in  some  of  the  smaller  towns  has  some  official  connection  with 
the  local  government. 

In  the  town  of  Benson,  for  instance,  82  per  -OCTit  (rf  the  entire 
assessed  values  in  1921  consisted  of  taxable  State  lands.  Only 
about  5,000  acres  or  about  10  per  cent  of  the  total  area  of  the 
town,  remain  in  private  ownership.  Taxes  paid  by  the  State  in 
that  town  amount  to,  almost  $80  per  capita  or  about  $400  for 
every  family  of  five  in  the  town.  Of  this  amount  three-fourths 
was  fpr  town  and  school  purposes.  The  bulk  of  this  of  course  was 
expmded  within  the  town  and  served  to  swell  the  average  family 
income  1}y  that  amount. 

That  local  govemiDent  under  stnA  circumstances  must  tend  to 
become  a  private  buainesa  rather  lian  a  public  business  is  inevit- 
able. When  the  voters,  many  of  whom  are  also  ofSee  holders, 
realize  that  every  increase  in  the  aggregate  amount  of  their  own 
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taxes  will  bring  into  the  town  four  times  as  much  in  taxes  from 
the  State,  and  that  the  increased  taxes  themselves  will  go  to  swell 
their  own  aourees  of  income,  governmental  extravagance  beewnes 
a  soaree  of  increased  revenne  for  the  residents  of  the  town.  It  is 
not  surprising  to  find  in  the  statistical  material  contained  in  this 
report  that  Hamilton  county  shows  extraordinarily  high  govern- 
mental expenses.  Chart  1  in  chapter  I  shows  graphically  that 
Hamilton  ranks  at  the  head  of  the  list  in  the  cost  of  all  gorern- 
znent  per  family.  This  is  true  also  of  its  county  government  by 
its^.  Thoi^  Hamilton  has  high  assessed  values  of  taxaWe 
propCTty  per  family,  it  has  by  far  the  largest  net  debt  per  $1,000 
of  taxable  Talue.  The  effect  of  the  great  delay  in  the  collection 
of  taxes  on  State  lands  is  shown  in  the  statistics  of  interest  pay- 
ments on  temporary  loans.  Here  Hamilton  stands  by  itself  at 
the  head  of  the  list,  on  a  per  family  basis,  with  more  than  eight 
times  the  expenditure  of  the  next  highest  country.  The  statistics 
show  T«ry  clearly  what  a  serious  effect  the  forest  lands  have  had 
on  Hamilton  comity. 

The  framers  of  the  present  constitution  foresaw  the  possibility 
of  sach  a  situation  arising,  for  article  III,  section  5  expressly 
provides  that  "the  legislature  may  abolish  the  said  county  of 
Hamilton  and  annex  the  territory  thereof  to  some  other  county 
or  coontiea." 

The  time  has  evidently  come  when  the  exercise  of  this  power  by 
the  Legislatnre  can  no  longer  wisrfy  be  postponed.  The  abolition 
of  the  government  of  Hamilton  county  and  the  elimination  of  as 
many  as  possible  of  the  nine  existing  town  govwnments  by  con- 
sc^idation  with  one  another  or  with  towns  in  the  county  or  coun- 
ties to  which  it  is  to  be  added,  would  be  in  the  interest  of  economy 
and  retrenchment  and  would  not  violate  any  principle  of  justice. 

The  ultimate  solution  of  the  problem,  however,  as  it  affects  not 
only  Hamilton  county  but  portions  of  other  counties  as  well,  lira 
in  a  constitutional  amendment  to  permit  the  erection  of  State 
parks  in  areas  where  State  owned  forests  predominate,  the  aboli- 
tion ctf  local  governments  within  them,  and  the  vesting  of  all  gov- 
ernmental contnd  over  them  in  the  State. 

Smnnury  of  Findings 

A  compajrison  of  the  procedures  established  by  law  for  the 
assessment  and  collection  of  taxes  on  lands  owned  by  the  State 
within  the  forest  preserve,  and  oa  those  outside  the  preserve 
reveals  the  following  differences: 

The  assessors  in  towns  in  the  forest  preserve  are  required  to 
submit  copies  of  their  roils  to  the  Comptroller  and  to  the  Con- 
serration  Commission;  the  Comptroller  has  the  right  to  reduce 
any  assessment  of  State  forest  lands  and  no  assessment  oi  such 
land  is  valid  without  the  approval  of  the  Comptroller.  In  Rock- 
land wid  Orange  counties,  on  the  other  hand,  town  assessors  are 
not  required  to  file  copies  of  their  rolls  with  any  State  i^cial, 
and  the  Comptroller  has  no  authority  over  the  Taluatiou  placed 
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on  State  lauds  as  long  as  it  is  fixed  at  the  assessment  established 
for  it  prior  to  its  acquisition  by  the  State. 

As  regards  school  taxes,  the  situation  is  reversed.  In  the  forest 
preserve  counties,  no  school  tax  list  is  filed  with  the  Comptroller, 
and  the  tax  on  State  lands  for  school  purposes  ia  not  payable  by 
the  State  until  it  has  first  been  relevied  on  a  suceeading  town  roll. 
In  all  other  counties  containing  taxable  State  lands,  the  school 
trustees  are  required  to  file  a  copy  of  their  tax  list  with  the 
Comptroller  who  has  the  right  to  reduce  such  assessments;  (Note  : 
In  Rockland  and  Orange  counties,  no  reduction  shall  be  made 
below  the  assessed  values  existing  for  such  lands  at  the  time  of 
their  acquisition  by  the  State)  and  the  tax  is  paid  by  the  Comp- 
troller without  the  necessity  of  its  first  being  relieved  on  the  town 
rolL  This  cuts  down  materially  the  length  of  time  required  for 
the  settlement  of  such  taxes  by  the  State,  as  compared  with  that 
required  in  the  forest  preserve  counties. 

In  the  forest  preserve  counties,  assessments  are  established  by 
controversy  rather  than  by  careful  appraisal  and  equalization, 
neither  the  assessors  nor  the  Comptroller's  ofKce  being  equipped 
or  authorized  to  establish  a  fair  equalized  value  for  the  State  lands. 
The  procedure  for  collection,  furthermore  is  needlessly  involved 
and  productive  of  costly  delays,  especially  in  the  case  of  school 
taxes. 

In  Orange  and  Rockland  counties,  the  rules  for  assessment 
established  by  law  deprive  the  State  even  of  those  rights  of  appeal 
and  review  which  are  given  private  land  owners.  In  both  of 
those  counties,  however,  as  well  as  in  the  other  counties  where 
lands  outside  the  forest  preserve  are  made  taxable  for  school  pur- 
poses, the  procedure  for  the  collection  of  taxes  levied  against  the 
State  is  much  simpler  and  more  expeditious  than  in  the  forest 
preserve  counties. 

Becommendatioiu 

In  view  of  the  fact  that  the  Legislature  has  the  power  to 
determine  whether  or  not  any  lands  owned  by  the  State  shall  be 
taxable  for  local  purposes,  and  to  determine  further  what  classes 
of  such  lands  shall  be  taxable,  it  is  logical  to  assume  that  it  has 
the  power  also  to  determine  how  the  taxable  values  of  such  lands 
shall  be  arrived  at.  Consequently,  the  exclusive  right  of  local 
assessors  to  value  other  taxable  property,  which  has  been  read 
into  the  constitution  by  the  courts,  would  not  seem  to  stand  in 
the  way  of  the  Legislature  in  establishing  a  central  assessing 
authority  for  taxable   State  lands. 

It  is  recommended  therefore  that  the  Tax  Law  be  amended  as 
follows : 

That  the  State  Tax  Commission,  on  the  basis  of  the  information 
already  being  collected  by  its  field  agents,  and  on  the  wealth  of 
information  in  possession  of  the  Conservation  Commission,  the 
Palisades  Interstate  Park  Commission,  and  other  State  agencies, 
be  required  to  appraise  the  true  value  of  every  parcel  of  taxable 
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State  land,  in  the  same  manner  as  now  required  for  special  jfron* 
chises  in  section  45  of  the  Tax  Law. 

That  it  be  required  to  modify  these  values  oq  the  basis  of  the 
equalisation  tables  established  for  the  equalization  of  special  fran- 
chises, after  hearings  to  be  held  in  Albany  at  which  town  and 
county  officials  on  the  one  hand,  and  the  representatives  of  the 
Conservation  Commission,  the  PaUsadea  Interstate  Park  Com- 
misBion  or  other  State  agencies  controlling  taxable  lands  shall 
have  the  right  to  be  heard;  the  procedure  to  be  similar  to  that 
established  for  special  franchise  hearings  in  sections  45-&  and 
45-b. 

IThat  on  a  certain  date,  the  Tax  Commission  be  required  to  for- 
Tvard  a  list  to  the  assessors  in  every  town,  and  to  the  clerk  of  the 
board  of  supervisors  in  every  coun^ty,  containing  taxable  State 
lands,  setting  forth  an  adequate  description  of  every  such  parcel, 
indicating  the  school  district  in  which  it  is  located  and  its  valna- 
tioQ  as  finally  fixed  and  equalized;  and  that  the  assessors  be  re- 
quired to  enter  such  valura  in  a  part  of  the  assessment  roll  pro- 
vided for  the  purpose;  the  provisions  of  this  proposed  section  to 
be  analogous  to  those  established  for  special  franchises  in  section 
45-c.  A  copy  of  the  final  lists  is  to  be  sent  also  to  the  State  Comp- 
troller as  his  authority  for  the  payment  of  the  tax  on  the  parcels 
listed  -when  the  bill  shall  have  been  submitted  to  him. 

Tax  maps  showing  the  area  and  location  of  the  State  lands  and 
of  adjoining  privately-owned  properties,  and  showing  town  and 
school  district  lines  should  be  prepared  by  the  State  Tax  Com- 
mission or  by  the  State  Engineer  for  the  Tax  Commission.  The 
material  for  these  maps  is  already  in  possession  of  the  several 
State  agencies  controlling  State  lands.  Copies  of  these  maps 
should  be  furnisbed  to  the  towns  and  counties  concerned  at  the 
cost  of  making  the  copies. 

The  addition  to  the  Tax  Law  of  the  proposed  sections  governing 
assessment  and  equalization  of  State  lands  by  the  Tax  Commis- 
sion, and  the  submission  of  lists  by  the  Tax  Commission  to  the 
local  assessor,  would  necessitate  certain  minor  changes  in  sections 
20  and  22.  A  fnrther  amendment  to  section  22  would  be  neces- 
sary in  order  to  solve  the  problem  of  brush  cutting  and  snow  re- 
moval taxes.  That  section  already  provides  that  "  no  tas  for  the 
erection  of  a  school  house  or  opening  of  a  road  shall  be  imposed 
OD  the  State  lands,"  without  the  approval  in  writing  of  the  Con- 
servation Commission.  A  similar  provision  regarding  brush  cut- 
ting and  analogous  operations,  whether  levied  by  special  assess- 
ment or  in  the  general  tax  rate,  would  give  the  power  of  veto  on 
certain  useless  expenditures  to  the  Conservation  Commission. 

The  for^^ing  amendments  in  the  Tax  Law,  would  without  the 
erection  of  new  machinery,  or  the  adoption  of  methods  not  al- 
ready fully  proven  to  be  practicable  in  connection  with  other 
types  of  property,  provide  an  adequate  plan  for  the  equable 
valuation  of  State-owned  property  for  taxation.  The  transfer  of 
these  f onctiona  from  the  Comptroller  to  the  Tax  Commission  is 
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in  harmoDf  with  the  transfers  made  in  1921  when  the  Tax  De- 
partment was  entirely  reorganized  and  many  other  fonctiiMis 
transferred  from  the  Comptroller. 

The  cure  for  the  present  cumbersome  method  of  tax  ccdiectioii 
on  sueh  landa  is  simple.  Within  five  days  after  he  receives  his 
tax  list,  every  school  tax  collector  should  be  required  to  submit  a 
list  in  duplicate  to  the  county  treasurer,  such  list  to  give  the  de- 
scription of  each  parcel,  the  equalized  taxable  value  fixed  by  tbe 
State  CommlBsioti,  the  tax  levied  on  each  parcel,  and  the  tax  rate 
for  the  district.  Within  a  reasonable  period  to  be  fixed  in  the  law, 
the  county  treasurer  should  be  required  to  check  the  list  sub- 
mitted a^^ainst  the  original  list  of  taxable  State  property  which 
had  previously  been  filed  with  the  clerk  of  the  board  of  super- 
visors by  the  Tax  Commission,  to  call  on  the  school  tax  coUeetor 
for  corrections  when  discrepancies  occur,  and  to  forward  it  fm- 
collection  to  the  State  Comptroller.  This  would  reduce  the  period 
at  present  required  for  the  submission  of  this  list  to  the  Comp- 
troller by  from  eight  to  twenty  months.  The  general  procedure 
would  be  similar  to  that  established  in  section  427  of  the  Educa- 
tion Law  regarding  the  collection  of  taxes  on  railffays  and  other 
corporations. 

Similarly,  the  clerk  of  each  board  of  supervisors  of  a  county 
having  within  it  taxable  State  lands  should  be  required,  within 
five  days  after  the  tax  warrants  are  completed,  to  deliver  to  the 
county  treasurer  a  statement  showing  the  descripttoos  of  each 
parcel  of  taxable  State  land  in  every  town  in  the  county,  together 
with  the  equalized  taxable  valuation,  the  tax  levied  against  each 
parcel  and  the  necesary  information  on  tax  rates  in  every  tax  dis- 
trict. It  should  be  the  dul7  of  the  treasurer  to  check  the  lists 
against  the  original  list  from  the  Tax  Commission,  to  make  sneh 
corrections  as  might  be  necessary  to  make  it  conform  to  that  orig- 
inal list,  and  within  a  reasonable  time,  to  be  fixed  in  the  law,  to 
forward  the  list  to  the  Comptroller  for  collection.  This  procedure, 
which  is  similar  to  that  established  in  section  60  of  the  Tax  Lav 
relative  to  taxes  on  corporations,  would  reduce  the  period  neces- 
sary at  present  for  the  submission  of  the  tax  bill  to  the  Comp- 
troller by  some  four  months. 

The  powers  and  duties  of  the  Comptroller  in  connection  with 
the  payment  of  the  tax  would  be  simply  those  which  are  inherent 
in  his  general  auditing  functions.  He  would  be  in  posaesaioa  <rf 
all  data  concerning  the  original  equalized  taxaUe  value  fixed  1^ 
the  State  Tax  Commission  for  every  taxable  parcel  of  State 
land  in  the  State,  as  well  as  the  taic  rates  fixed  for  each  town  and 
school  district.  If  he  felt  it  necessary  to  go  behind  any  of  this 
duly  certified  information,  he  would  have  the  right  to  do  so  in  the 
exercise  of  his  general  power  of  auditing  control  over  all  elains 
against  the  State. 

At  present,  either  the  county  or  else  the  towns  and  3eho<d  dis- 
tricts are  frequently  hard  pruned  for  funds  beeanse  of  the  long 
delay  in  the  payment  of  taxes  by  the  State.     In  some  counties 
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the  total  leriea,  tlie  ooanties  have  found  it  veeeeaarj  to  advanee 
nds  for  tiie  cnirent  expenditures  of  tfae  amaller  imita.  Whethar 
ese  adraaces  are  made  out  of  a-cailabk  snri^nses  or  out  of 
iTOwed  money,  tbe  loss  in  interest  on  bank  balanee  in  tbe  one 
ae,  or  else  the  actual  intereBt  paid  oat  on  loons  in  the  other,  is 
irdensome;  and  constitutes  a  very  real  loss  for  whi^  the  county 
is  DO  means  of  recouping  itself.  Consequently,  it  would  be  no 
ore  than  fair  to  require  the  State  to  bear  the  interest  charges 

tax  payments  withheld  by  the  comptroller  beyond  the  period 
ini  other  taxes  became   delinquent.     The  amendments  should 

60  drafted,  however,  as  to  protect  the  State  against  liability 
r  interest  charges  resulting  from  delays  by  the  school  district 
id  county  ofBeers  in  submitting  their  tax  biUs  to  the  State.  This 
n  be  accomplished  by  providing  that  interest  payments  shall 
gin  to  accrue  both  on  school  tax  bills  and  on  town  and  county 
K  bills,  on  the  date  of  the  expiration  of  the  respective  collector's 
irrsntSr  provided  that  the  bills  have  been  placed  in  tbe  hands 

the  comptroller  at  least  thirty  days  prior  to  the  expiration  of 
ch  warrants.  In  ease  the  local  officials  should  for  any  reason 
lay  the  submission  of  their  bills  beyond  that  point,  interest  pay- 
ents  should  begin  to  accrue  thirty  days  after  receipt  of  the  bill 
'  the  Comptroller. 

The  amendments  both  to  the  Tax  Law  and  to  the  Education 
iw  should  make  it  clear  that  neither  county  treasurers  nor  town 

school  collectors  should  receive  any  fees  for  the  collection  o£ 
xes  on  State  lands. 

The  special  acts  dealing  with  Rockland  and  Orange  counties 
ihapters  149-1911  and  850-1920)  and  section  440  of  the  Bduca- 
Dn  Law  should  be  amended  to  conform  to  these  changes,  in  order 
<  make  the  procedure  ifor  all  taxable  State  lands  uniform. 

F  — SUMKAEY 

The  problems  of  local  tax  administration  dealt  with  in  this 
lapter  are  not  peculiar  to  this  state.  They  are  crjfii^  for  solu- 
on  in  every  one  of  the  other  forty-seven  states  as  well.  In  some 
ates,  the  attack  is  being  centered  on  one  phase  of  the  problem ; 
1  others,  on  another.  AU  too  frequently  the  attempts  to  adjust 
le  part  of  the  complicated  taxing  machinery  have  thrown  another 
ut  out  of  gear.  In  short,  experience  is  slowly  teaching  us  that 
e  are  confronted  in  this  field  not  by  a  series  of  unrelated  prob- 
ms,  but  by  one  single  problem. 

A  consideration  of  the  superiority  of  this  or  that  form  of  taxa- 
on  does  not  fall  within  the  scope  of  this  discussion.  The  question 
hich  has  been  approached  in  this  chapter  is  simply  this: 
How  can  the  general  property  tax  be  so  administered  that  the 
roper  ^lare  under  the  terms  of  that  law,  of  the  cost  of  govem- 
lent  in  every  one  of  the  overlapping  units  from  the  state  down  to 
3e  town   and   school   district   shall   be   assessed   and   collected 
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promptly  from  every  individual  and  corporation  taxable  under  the 
law,  -wilji  the  smallest  possible  outlay  in  time  and  money  both  for 
the  govemmentat  units  involved  and  for  the  taxpayers! 

Why  has  the  problem  now  reached  an  acute  sta^  when  for 
years  the  present  system  of  administration  gave  reasonable  satis- 
faction t  A  clue  to  the  answer  is  contained  in  the  following  fignres 
for  New  York  State : 

TABLE  No.  26 


Per  capita 
uaeaaed 

valuce 

Averace  tax  rate 
pm  1100  for 
aUpurposn 

PereapiU 
taxlerie* 

$3SS30 
1.146  08 
1,«0  37 

290 

1921.. 

The  figures  for  1860  and  1912  are  quoted  from  the  federal 
census  bureau's  volumes  on  Wealth,  Debt  and  Taxation  (1913). 
Those  for  1921  are  calculated  from  the  State  Tax  Commission's 
report  for  that  year. 

It  requires  no  great  stretch  of  imagination  to  reach  the  conclu- 
sion, in  the  light  of  these  figures,  that  inequalities  in  assessments 
will  lead  to  greater  dissatisfaction  when  the  average  direct  tax 
burden  for  each  man,  woman  and  child  in  the  State  is  in  excess 
of  forty  dollars,  than  when  it  is  below  four  dollars.  In  other 
words,  the  machinery  which  proved  adequate  for  the  adnunistra- 
tion  of  the  tax  law  in  the  first  period  may  prove  entirely  inade- 
quate in  the  second. 

It  is  not  only  the  increased  burden,  however,  which  has  sub- 
jected the  old  system  to  strains,  but  also  changes  in  the  character 
of  the  duties  imposed.  In  1860  the  range  in  wealth  between  the 
richest  citizen  and  the  poorest  was  very  much  narrower  than  it  is 
today.  The  types  of  property  to  be  appraised,  furthermore,  were 
more  nearly  homogeneous.  City  lots,  farms,  houses,  bams,  forests, 
mines,  small  factories,  and  a  comparatively  small  number  of  types 
of  tangible  personal  property  constituted  the  bulk  of  the  taxable 
property.  Today,  economic  factors  are  constantly  at  work  shift- 
ing the  relationships  and  increasing  the  spread,  within  and  between 
the  various  types  of  real  estate  which  existed  in  1860;  the  newer 
types  of  real  estate  such  as  railways,  public  utilities  and  great 
industrial  plants  have  taken  an  important  place  on  the  tax  aggre- 
gates. Altogether  the  job  of  appraising  property  for  taxation  has 
come  to  demand  not  only  the  integrity  and  common  sense  required 
in  the  old  days,  but  in  addition  a  high  degree  of  technical  skill  and 
knowledge.    These  the  old  machinery  is  incapable  of  supplying. 

In  an  effort  to  remedy  this  situation  without  going  to  the  root 


ih,Coo^^Ic 


Taxatioit  and  Sbtrekohhent  155 

of  the  trouble,  the  Legislature  set  up  machioery  for  equalization  — 
for  equalization  between  towns  in  tbe  county,  between  counties  in 
the  State,  and  between  classes  of  property.  Parts  of  this  machin- 
ery are  working  well,  other  parts  are  working  badly.  Except  in 
certain  cities  there  is  no  machinery  for  equalization  between  indi- 
>'idual  taxpayers,  and  that,  after  all,  is  the  first  couKderation  in 
the  entire  probl^n. 

When  one  looks  at  tbe  problem  from  tbe  standpoint  of  collection, 
one  finds  similar  evidences  of  changed  conditions  without  a  cor- 
responding change  in  administrative  machinery.  In  1860,  for  in- 
stance, roads  were  few  and  bad,  travel  was  difficult  and  infrequent. 
For  the  convenience  of  the  taxpayer,  therefore,  as  well  as  for  the 
purpose  of  getting  taxes  in  promptly,  tbe  tax  collector  was  required 
to  visit  the  taxpayer.  Outside  the  cities,  no  central  collecting  office 
was  needed,  and  none  was  established. 

Today  it  is  improbable  that  any  resident  taxpayer  in  any  part 
of  the  State  fails  to  visit  a  town  or  village,  or  to  send  some  member 
of  his  family,  at  least  once  during  the  tax-paying  periods.  No  cen- 
tral tax-collecting  office  has  been  set  up,  however,  for  his  con- 
venience. He  must  go  out  of  his  way  to  find  the  home  of  the  tax 
coUector  in  order  to  pay  his  taxes,  or  else  wait  until  the  collector 
calls  on  him  in  person  for  the  tax  plus  tbe  5  per  cent  fee  for 
collection. 

Formerly,  the  one  big  problem  in  the  collection  of  taxes  was 
created  by  the  non-resident  owners  of  la^;e  tracts  of  undeveloped 
land.  A  considerable  percentage  of  these  were  unwilling  tax- 
payers. They  could  not  easily  be  reached  by  the  local  tax  col- 
lectors. In  order  to  protect  the  local  units  against  long  delays 
and  losses  in  collections  from  these  sources,  special  machinery  was 
set  up  whereby  tbe  State  advanced  taxes  of  this  description  to  the 
local  governments  and  assumed  the  burden  of  collection.  Vestiges 
of  this  procedure  still  survive  in  the  law,  long  after  the  need  for 
it  is  past.  Little  or  no  provision  has  been  made,  however,  for  the 
convenience  of  a  new  type  of  non-resident  taxpayer  —  railway, 
telephone,  telegraph  and  similar  companies  —  who  are  willing  to 
pay  their  taxes,  but  who,  in  some  instances,  cannot  find  out  how 
much  the  taxes  amount  to  nor  to  whom  they  must  be  paid. 

Here  again  there  is  an  evident  need  for  an  adjnsfment  of  local 
taxing  machin^y  to  meet  changed  conditions. 

The  machinery  set  up  for  the  adjustment  of  non-resident  taxes 
between  the  State  and  the  local  units,  and  that  for  tbe  sale  of  prop- 
erty for  delinquent  taxes  were  in  the  nature  of  things  closely  allied. 
Many  of  the  cities  and  two  of  the  counties  have  obtained  special 
legi^tion  giving  them  s  more  modern  procedure  for  tax  sales 
tlmn  the  old  law  provided.  The  remaining  governmental  units  are 
still  handling  their  tax  sales  under  two  variations  of  the  old  plan. 
In  spite  of  much  patchii^  and  tinkering,  the  old  machinery  baa 
proven  inadequate  and  should  be  replaced  by  a  more  efficient  type. 

Because  of  failure  to  differentiate  between  taxable  property 
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owned  by  tlie  State  and  t^st  owned  by  oQat  "mnt-residei^"  tbe 
entire  preeednre  f'Or  t^  aeBeaament  «nd  coUeetion  by  local  units  of 
taxes  on  State-owned  forest  lands  has  beea  modelled  on  that  for 
' '  mm-resident ' '  property.  This  has  resnUed  in  frictkm  between  the 
8t«te  and  the  local  nnits  regarding  avesBments,  and  in  serions 
delays  in  the  collection  of  taxes  from  the  State.  Conseqnieiitly, 
certain  changes  in  existing  laws  are  highfy  desirable  botb  £ot  the 
State  and  for  the  sixteen  counties  affected. 

These  proposed  changes,  and  other  miniW  bat  reljUied  changes  is 
the  law,  together  with  the  reasons  therefor,  have  bees  discussed 
in  detail  in  the  preceding  sabdiviaiiHis  of  this  chapter.  The  con- 
stitutional and  other  obstacles  which  stand,  in  some  cases,  in  the 
w^  of  immediate  ehuige  have  been  pointed  out.  In  such  eases 
alternative  plans  for  a  partial,  but  inxmediRtely  possible,  eorreetiaE 
of  the  faults  inherent  in  the  present  admimstrative  sehsme  have 
been  suggested. 

Certain  fundamental  principles  in  tax  administration  have  not 
been  touched  up<m  in  the  preceding  sections,  partly  beeaose  they 
are  already  recognized  in  the  law,  partly  also  because  their  fuU 
application  is  impracticable  until  constitational  obstacles  in  the 
way  of  their  efBcient  utilization  shall  have  been  removed.  One  of 
the  outstanding  examples  of  this  is  the  question  of  tax  maps. 

For  several  years  the  tax  law  has  contained  a  permissive  section 
under  which  any  town  in  the  State  has  the  right  to  install  tax  maps 
and  to  meet  the  cost  as  a  town  charge.  Because  of  the  heavy  cost, 
and  because  of  the  self-evident  futility  of  supplying  expensive  tax 
maps  to  town  assessors  without,  at  the  same  time,  making  provision 
for  their  constant  revision  by  some  competent  of&cial,  only  a  negli- 
gible number  of  towns  have  availed  themselves  of  this  section. 

The  State  is  in  possession  today  of  a  great  mass  of  material  in 
the  form  of  maps  and  field  notes.  If  properly  marshalled,  this 
would  greatly  facilitate  the  work  of  making  tax  maps  in  many 
parts  of  the  State.  By  the  time  the  constitution  has  been  amended 
so  as  to  permit  of  a  greater  centralization  of  the  work  of  assess- 
ment, it  is  to  be  hoped  that  the  proposed  reorganization  of  the 
State  government  will  have  brought  all  this  data  together  under 
one  head.  At  that  time,  a  plan  for  co-operation  between  State  sad 
local  officials  in  the  preparation  of  tax  maps  can  be  profitably 
broached. 
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CHAPTER  VI— HIGHWAY  ADMINISTRATION  BY 
COUNTY  AND  TOWN  GOVERNMENTS 

Highynj  Olanriflcatioii  and  Financing 

In  considering  the  problem  of  local  highway  administration,  it 
ia  necessary  to  reeognize  clearly  the  different  classes  into  which  all 
public  highways  of  the  State  are  divided  by  law.    These  comprise : 

State  Highways. 

County  Highways. 

County  Boads. 

Town  Highways. 

State  highways  are  those  constructed  or  improved  at  the  sole 
expense  of  the  State.  County  highways  are  those  improved  at  the 
general  expense  of  State,  county  and  town.  County  roads  are 
those  designated  as  such  under  general  or  special  law  and  con- 
structed, improved,  maintained  and  repaired  by  the  county.  Town 
highways  are  those  constructed,  improved  or  maintained  by  the 
town  with  the  aid  of  the  State. 

The  State  and  county  highways  constitute  what  is  known  as  the 
State  system.  This  system  includes  certain  roads  in  the  construc- 
tion of  which  aid  is  granted  by  the  Federal  government  in  accord- 
ance with  the  provisions  of  an  act  passed  by  Congress  during  1916 
governing  the  construction  of  rural  post  roads.  The  roads  included 
in  the  State  and  county  system  are  designated  by  the  State  High- 
way Commission  and  submitted  with  appropriate  maps  to  the 
Legislature.  The  Legislature  has  the  power  to  modify  this  designa- 
tion and  upon  approval  the  roads  thus  designated  comprise  the 


Funds  for  the  construction  of  State  and  county  highways  are 
derived  from  the  sale  of  bonds  or  from  appropriations  made  by 
the  Legislature.  The  cost  of  county  highways  is  divided  between 
the  State  and  the  county  in  the  proportion  of  65  per  cent  and 
35  per  cent,  respectively,  except  when  such  county  highway  also 
constitutes  a  rural  post  road,  in  the  construction  of  which  Federal 
aid  is  also  granted.  The  construction  of  State  and  county  high- 
ways is  ordinarily  conducted  by  the  State  although  the  law  per- 
mits counties  to  undertake  such  construction  subject  to  control  by 
the  State. 

The  maintenance  of  State  and  county  highways  is  conducted 
entirely  by  the  State,  The  cost  of  this  work  is  in  the  main  pro- 
vided out  of  State  funds  although  ea«h  town  is  required  to  con- 
tribute, to  meet  the  expense  involved,  the  sum  of  $50  per  mile  or 
major  fraction  of  a  mile  for  the  total  mileage  of  State  and  county 
highways  within  the  town,  and  each  incorporated  village  is 
required  to  provide  funds  at  the  rate  of  IV^  cents  for  each  square 
yard  of  such  improved  highways  located  within  its  corporate  limits. 
[1691  ,•  r 
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Highways  comprising  county  road  systems  are  designated  ordi- 
narily by  the  board  of  supervisors  of  the  county,  although  in  aotne 
cases  special  commissions  have  been  appointed  for  that  purpose. 
Fxinds  for  the  constractioii  and  maintenance  of  eo^inty  road 
systems  are  provided  by  the  county  excepting  that  in  Franklin 
county  the  law  establishing  coon^  road  ^stem  also  provides  for  a 
certain  amouat  of  State  aid  in  the  maintenance  of  that  system. 

Town  highways  include  all  roads  outside  of  incorporated  citioB 
or  villages  not  designated  as  part  of  the  State  and  county  systein. 
Funds  for  the  eonstruetion  of  these  roads  are  provided  out  of 
State  aid,  county  appropriations,  town  appropriations  and  the 
county  share  of  motor  v^icle  fees. 

Oounty  and  Town  Jnrisdictioii 

All  public  highways  not  included  in  the  State  and  county  high- 
way systems  and  outside  of  incorporated  cities  and  villages  are 
under  the  jurisdiction  of  the  county  and  town  governments.  These 
thoroughfares  comprise  the  system  of  town  highways.  The 
administration  of  highway  matters  by  the  various  counties  is  con- 
ducted through  county  superintendents  appointed  by  the  board 
of  county  supervisors.  The  actual  prosecution  of  the  highway 
work  both  in  the  matter  of  construction  and  maintenance  ia  mainly- 
carried  out  by  the  towns  through  the  town  superintendents  of 
highways.  The  State  Highway  Commission  exercises  nominal  con- 
l^ol  over  local  highway  administration.  This  is  effected  by  requir- 
ing the  county  superintendents  to  sulmiit  routine  reports  on  high- 
way matters  and  also  by  prescribing  a  uniform  system  of 
accounting  and  reporting.  The  State  conmiission  likewise  fur- 
nishes, on  request,  advisory  consulting  service. 

This  Committee  has  made  a  special  study  of  Local  highway 
administration  in  the  following  counties :  Albany,  Erie,  Franklin, 
Jefferson,  Steuben  and  Sullivan.  The  scope  of  the  work  included 
a  comprehensive  review  of  the  road  improvement  problem  in  each 
county  with  respect  to  such  matters  as  administrative  orgasiza-- 
tioD,  physical  and  financial  planning  and  legislation  affecting  high- 
way matters.  Also  a  considerable  amount  of  collateral  informatiwi 
relating  to  hi^way  administration  was  obtained  from  other 
counties  throughout  the  State  and  numerous  conferences  held  with 
representatives  of  the  State  Highway  Commis^on  and  others 
familiar  with  highway  matters.  Pacts  disclosed  as  a  result  of  this 
study  indicate  the  need  for  a  modification  in  both  the  existing 
policy  and  practice  followed  with  respect  to : 

The  type  of  local  highway  administrative  organizationa,  and 
the  control  exercised  over  highway  work. 

The  financing  of  highways  and  highway  brieves. 

The  regulation  of  the  use  of  higbwirf  bridges 

The  administxation  of  motor  eqn^mient  used  on  highway 
work. 
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In  some  eases  the  acGomplishinent  of  the  results  desired  will 
require  chang«  in  the  present  highway  law.  In  others,  all  that  is 
Deeded  is  appropriate  action  by  the  local  county  government. 

Local  Highway  AdmioiBtntive  Organisatioiu 

The  fundamental  requirements  of  efBcient  highway  administra- 
tion are:  First,  a  sound  financial  policy  correlated  with  a  con- 
sistent work  program ;  second,  a  competent  administrative  organiza- 
tion and  system  of  work  control.  The  counties  of  New  York  State 
at  present  are  handicapped  in  meeting  these  requirements  to  a 
considerable  extent  by  certain  provisions  of  the  Highway  Law. 
The  most  serious  defect  in  the  administration  of  the  town  highway 
system  is  the  division  of  responsibility  that  exists  between  the 
county  and  the  town  governments  in  respect  to  the  planning  and 
execution  of  highway  work.  Under  the  Highway  Law  the  county 
board  of  supervisors  determines  the  highway  policy  of  the  county, 
although  the  actual  administration  of  highway  matters  is  left 
largely  to  the  county  highway  superintendent  who  is  appointed 
by  the  county  board.  This  recognizes  the  county  as  the  logical 
unit  for  the  administration  of  town  highways.  The  county  super- 
intendent has  broad  supervisory  powers  over  h^hway  matters 
within  the  county,  particularly  in  the  matter  of  approving  plana 
and  specifications  and  advising  the  various  town  gov^nmenta  con- 
cerning road  improvement  work.  He  is  handicapped  in  directing 
this  work  in  accordance  with  a  consistent  plan  owing  to  the  fact 
that  the  town  road  superintendents  are  in  charge  of  all  road  work 
done  by  the  various  towns. 

The  Highway  Law,  article  IV,  section  40,  provides  for  the  elec- 
tion of  a  town  superintendent  of  highways  for  a  term  of  two  years. 
The  following  section  grants  the  alternative  of  appointing  those 
ofBcials  by  the  various  town  boards.  In  the  counties  studied  the 
town  superintendents,  with  one  exception,  were  elected,  and  it  is 
stated  that  in  general  this  practice  is  followed  in  the  other  counties 
of  the  State.  The  administration  of  town  roads  is  ^sentially  a 
county  function.  The  decentralization  of  control  that  results  by 
having  road  work  in  the  various  towns  carried  on  by  elected  officials 
tends  to  hamper  the  county  superintendents  in  exercising  super- 
vision over  the  work  and  adds  materially  to  the  difficulty  of  carry- 
ing out  a  sound  road  improvement  program. 

Satisfactory  and  economical  results  in  conducting  highway  work 
depend  largely  on  competent  direction.  Experience  and  general 
famiUarity  with  work  methods  are  of  primary  importance  in  seeur- 
ing  such  direction.  In  the  counties  studied,  out  of  123  town  road 
superintendents,  54  changes  in  the  personnel  holding  these  posi- 
tions resulted  from  the  last  election.  The  effect  of  auch  a  change 
in  any  constructive  plan  of  road  improvement  is  obvious.  There 
is  no  justification  for  the  continuance  of  the  position  of  town  road 
saperintendent  as  an  elective  office.  This  doqp  not  mean  neces- 
sarily that  the  position  of  town  superintendent  should  be  abolished. 
A  preferable  arrangement  would  be  to  have  the  town  superintend- 
6 
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ent  appointed  by  the  town  board,  subject  to  certain  d^nite  experi- 
ence qualifleations  and  including  approval  by  the  county  super- 
intendent. The  road  superintendent  ^ould  be  removable  for  canae 
alone.  >  This  would  enable  the  ^adual  building  up  in  the  coanty 
ot  an  experienced  labor  organization  which  is  of  the  greatest  value 
in  securing  economical  and  competent  handling  of  road  work. 

In  the  matter  of  oi^anization  requirements  for  county  adminis- 
tration of  highways,  it  should  be  noted  that  there  are  certain  clasaes 
of  service  which  must  be  furnished.  It  should  be  ree<^mzed  tha,t 
the  administration  of  highways  is  essentially  an  engineering  mstter 
and  the  county  superintendent  should  be  an  engineer  experienced 
in  highway  work.  At  present  the  Highway  Law  provides  for  the 
employment  of  engineers  by  the  county  superintendent  ^faen 
needed,  but  the  committee  believes  that  this  is  not  sufScient  to 
insure  competent  direction  of  work.  With  respect  to  the  require- 
ments of  the  organization  under  the  direction  of  the  county  super- 
intendent, provision  should  be  made  for  the  following:  First, 
furaishitig  engineering  service  in  the  matter  of  making  surveys, 
the  preparation  of  designs  and  plana  for  bridges  and  higfi'ways, 
and  the  supervision  of  their  construction;  second,  administering 
all  maintenance  work  on  improved  town  highways  and  all  road 
improvement  work  done  by  force  account;  third,  the  maiutenance 
of  all  county-owned  road  construction  equipment  and  ex«rcisiiig 
control  over  its  use.  The  county  superintendent  ^ould  of  coarse 
be  supplied  with  such  clerical  assistants  as  ia  necessary  for  the 
conduct  of  that  ofBee. 

It  is  appreciated  that  the  needs  for  the  various  classes  of  serviee 
noted  above  will  vary  to  a  considerable  extent  in  the  various 
counties  of  the  State.  Hence  the  requirements  of  the  various 
county  highway  organizations  will  differ  materially. 

Ootmty  Boad  Systeiiu 

Among  the  counties  studied,  Erie  county  is  the  only  one  in  which 
there  is  a  suitably  organized  and  adequate  organization  of  the 
county  highway  superintendent's  office.  In  that  county  there  is  a 
highly  developed  centralized  control  over  all  county,  road  wort 
which  has  resulted  in  securing  unusually  effective  administration 
of  the  county  highways.  In  Jefferson  county  a  limited  county 
road  administrative  organizaaion  has  demonstrated  its  value.  In 
that  county  excellent  results  have  been  obtained  since  the  entire 
maintenance  of  all  improved  county  roads  was  assumed  by  the 
county  and  carried  on  by  county  forces.  Still  better  results  could 
undoubtedly  be  accomplished  if  the  county  superintendent's 
administrative  organization  were  more  adequate  and  the  work  of 
road  improvement  were  more  centralized. 

In  the  other  counties  studied,  the  organization  of  the  county 
superintendent's  office  generally  comprised  that  official,  a  cleA, 
and  in  some  caaSs  one  engineering  assistant.  Practically  all  the 
personal  direction  of  road  work  in  those  counties  is  under  the  town 
road  superintendent.    The  results  accomplished  under  any  ^vtem 
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of  road  admmistraition  constitute  a  fair  basis  of  measuring  the 
general  suitability  of  that  system.  It  is  true  that  financial  policy 
over  which  the  official  responsible  for  the  administration  of  high- 
way matters  may  have  no  control  frequently  exercises  a  controlling 
influence  over  these  results.  Thus  a  comparison  of  conditions  in 
the  various  counties  studied  in  respect  to  the  mileage  of  improved 
roadB  and  the  sufBciency  of  funds  provided  for  road  work  to  meet 
community  needs  in  these  matters  furnishes  a  fair  basis  for  deter- 
mining both  the  relative  efficiency  of  the  different  administnative 
organizations  and  the  soundness  of  the  financial  policies  followed 
by  these  counties,  A  brief  analysis  of  this  character  follows.  The 
figures  given  of  expenditures  for  highway  improvement  do  not 
include  those  made  for  bridge  construction,  road  machinery  or 
miscellaneons  purposes,  except  when  specific  mention  is  made  of 
these  items.  They  are  sufficiently  accurate  for  use  in  comparing 
the  conditions  in  the  different  countiee. 

1.  —  Erie  County 

The  total  mileage  of  State,  county  and  town  highways  in  Erie 
county  is  approximately  as  follows: 

Per  cent 
Miles       of  total 

State  and  county  system '432.5  23 

County  —  aid  roads 205 . 5  11 

Town     highw^s  —  improved  —  stone     and 

gravel   517  27.5 

Town  highways  —  unimproved  728  38 . 5 


Road  improvement  work  is  being  carried  out  in  accordance  with 
a  well-eoneeived  plan.  The  bulk  of  the  improved  county-aid  high- 
ways are  water-bound  construction  with  an  asphaltic  oil  surface. 
There  is  a  limited  mileage  of  bituminous  penetration  macadam, 
bituminous  concrete,  and  cement  concrete. 

The  county  has  recently  adopted  the  policy  of  laying  sheet 
asphalt  on  water-bound  construction  on  those  highways  getting 
the  heaviest  traffic.  Sheet  asphalt  work  is  being  done  by  the 
county,  an  asphalt  plant  having  been  acquired  during  the  past 
year  at  an  expenditure  of  approximately  $30,000.  It  is  stated 
that  the  economies  resulting  from  the  county  doing  this  work 
rather  than  have  it  done  by  contract  has  up  to  the  present  time 
practically  equalled  the  cost  of  the  plant.  A  limit  mileage  of 
this  work  has  already  been  built.  The  average  cost  per  mile  of 
the  water-bound  macadam,  coumty-aid  highways  is  approximately 
111,000.  The  improved  town  highways  are  of  gravel  and  stone 
macadam.  The  macadam  is  a  lower  grade  than  that  used  on  the 
county-aid  roads.  The  average  cost  of  town  macadam  roads  is 
W,000  per  mile. 
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Funds  available  for  the  improvement  of  county-aid  roads  fw 
1922  are  as  followB: 

State  aid  $56,640 

County  appropriations 350,000 

Motor  vehicle  fees 220,000 

Town  appropriation   313,320 

$939,960 


Approximately  $700,000  of  these  funds  are  for  construction  and 

reconstruction   purposes   and   $230,000   for   maintenance   of   the 

county-aid  roads. 
Funds  provided  for  the  improvement  of  town  highways  during 

1922  were  as  follows : 

State  aid  $79,665 

Town  appropriation  189,010 


$268,675 


The  construction  pr(^am  of  the  towns  provides  for  the  im- 
provement with  macadam  construction  of  about  25  miles  of  road 
each  at  an  average  expenditure  of  $4,000  per  mile  involving  the 
expenditure  of  $100,000.  The  maintenance  of  the  improved  town 
road  mile^e  and  the  resurfacing  of  a  limited  portion  each  year 
calls  for  the  expenditure  of  approximately  $150,000  annually, 
while  the  balance  is  expended  on  the  care  of  an  unimproved  tows 
mileage:  Erie  county  is  the  only  county  studied  in  which  tlie 
funds  provided  for  the  improvement  and  care  of  the  local  road 
systems  may  be  said  to  be  adequate. 

2.  —  Jefferson  Connty 

The  total  mileage  of  State,  county  and  town  highways  in  Jeffer- 
son county  is  as  follows : 

Per  cent 
Mileage      of  total 

State  and  county  system 309.58  13.9 

County-aid  roada  251.55  11.2 

Town  highways  —  improved   487.7  21-8 

Town  highways  —  unimproved  1,155.17  53.1 

2,204  100 


The  county-aid  road  Eiystem  has  been  developed  in  accordance 
with  a  plan  which  contemplates  the  improvement  of  550  miles  of 
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highways.  The  plan  is  well  articulated  and  when  completed 
should  provide  an  admirable  secondary  system  of  highways  within 
the  county.  The  type  of  constnxction  employed  is  mainly  bitu- 
minoua  penetration  macadam.  The  towns  meet  the  cost  of  grad- 
ing and  sluicing  the  county-aid  roads  but  aU.  other  expense  o£ 
construction  together  with  that  of  maintenance  is  borne  by  the 
county.  Funds  available  during  i922  for  the  construction  of 
county-aid  roads  were  as  follows: 

State  aid  $66,120 

County  appropriation 343,070 

Town  appropriation   15,419 

Motor  vehicle  fees 29,221 

Miseellaneons    20,000 


$473,830 


The  construction  pr(%ram  under  which  the  county  is  operating 
provides  for  the  improvement  of  approximately  50  miles  of  county- 
aid  roads  during  1922  at  an  average  cost  per  mile  of  $7,500.  This 
represents  an  annual  expenditure  for  county-aid  road  improve- 
ment of  $375,000.  In  addition  the  county  provides  for  the  main- 
tenance of  this  system  of  roads  an  amount  equal  to  $400  per  mile. 
This  aggregated  for  1922  $100,620.  The  wisdom  of  the  policy 
followed  by  the  county  both  in  the  type  of  road  construction 
employed  and  the  provision  made  for  maintenance  is  demonstrated 
by  the  fact  that  although  a  considerable  mileage  of  county-aid 
roads  has  beai  built  for  about  eight  years,  up  to  the  present  time 
it  has  not  been  necessary  to  provide  for  their  reconstruction. 

The  town  road  system  includes  about  488  miles  of  water-bound 
macadam  and  gravel  roads.  A  fairly  consistent  policy  is  fol- 
lowed by  the  various  towns  in  adding  each  year  to  this  improved 
mileage.  Funds  available  for  the  administration  of  town  roads 
during  1922  were  approximately  as  follows: 

Town  appropriation  $122,727 

State  aid  53,638 


$176,365 


The  construction  program  for  the  year  included  the  improve- 
ment of  about  25  miles  of  stone  macadam  at  an  expense  of  $87,500 
and  10  miles  of  gravel  road  at  an  estimated  cost  of  $15,000.  The 
demands  of  maintenance  of  the  improved  mileage  of  town  roads 
in  order  to  conserve  the  investment  already  made  necessitate  an 
expenditure  each  year  of  at  least  $200  per  mile.  Thus  approxi- 
mately $97,540  would  be  required  for  the  annual  maintenance  of 
the  487  miles  of  improved  town  roads  during  1922.  In  addition 
there  are  approximately  1,100  miles  of  unimproved  town  roads 
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wMcli  should  receive  a  certain  amoant  of  maintenance.  At  least 
$25  per  mile  should  be  provided  for  this  work  or  approximat«Iy 
$27,500.  In  other  words,  there  is  a  demonstrable  need  for  the 
expenditure  of  about  $227,540  annually  in  the  improvement  aind 
care  of  the  town  roads.  The  amount  available  for  these  purposes 
during  1922  amounted  to  $176,365  or  approximately  $50,000  less 
than  needed. 

3.  —  Stenbeu  Ooonty 

The  total  mileage  of  State,  county  and  town  highways  in  Stenboi 
county  is  as  follows: 

Per  cent 
Mileage      of  total 

State  and  county  system 169.05  5.5 

County-aid  roads 200  6.5 

Improved  28 

Unimproved 172 

Town  highways  —  improved   100  3.2 

Town  highways  —  unimproved 2,624.95  8.48 

3,094  100 


A  system  of  county-aid  highways  to  be  improved,  comprising 
200  miles,  was  adopted  by  the  board  of  supervisors  of  Steuben 
county  early  in  1921,  The  plan  cont^nptated  the  improvement 
of  the  entire  system  within  six  years  with  a  type  of  construction 
equal  to  bituminous  penetration  macadam.  This  calls  for  a  con- 
struction program  of  about  35  miles  each  year.  It  is  also  proposed 
to  resurface  with  bituminous  materials  a  certain  mileage  each  year 
of  the  improved  town  highways.  During  1922  it  was  planned  to 
construct  approximately  30  miles  of  county-aid  highways  and 
resurface  6  miles  of  town  highways.  Funds  for  the  counts-aid 
work  included  the  following: 

State  aid   $92,820 

County  appropriation 113,820 

Motor  vehicle  fees 38,100 

Town  appropriation 61,000 

$305,740 


The  estimated  expenditures  for  construction  purposes  including 
resurfacing  during  1922  on  county-aid  work  amounted  to  approxi- 
mately $285,000.  This  leaves  a  balance  of  about  $20,000  availaMe 
for  the  maintenance  of  the  improved  county-aid  and  town  high- 
ways. The  total  mileage  under  maintenance  during  1922  com- 
prised about  122.  Thus  there  was  available  for  maintenance  ap- 
proximately $164  per  mile.    The  policy  followed  by  the  connty 
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iiL  respect  to  the  improvement  of  county-aid  roada  is  a  sonnd  one 
and  commendable.  However,  there  is  a  marked  need  for  a  con- 
sistent plan  and  policy  in  the  improvement  and  care  of  town  high- 
ways. The  funds  provided  for  these  purposes  eomprlsing,  as  they 
do.  State  aid  to  the  amount  of  about  $75,000  annually  together 
with  appropriations  made  by  the  various  towns  aggregating  a 
somewhat  greater  amount,  making  a  total  of  about  $150,000,  are 
entirely  inadequate  to  provide  for  the  maintenance  of  the  extensive 
mileage  of  unimproved  roads  within  the  county  and  carry  out 
even  the  moat  limited  improvement  program. 

4.  —  Franklin  County 

The  total  mileage  of  highways  in  Franklin  county  amonnts  to 
1,377,  distributed  as  follows : 


State   and  county  system 

County-aid  roads  

Town  highways  —  improved   .., 
Town  highways  —  unimproved  , 


The  administration  of  highways  in  Franklin  county  differs  from 
that  in  the  other  counties  studied  in  that  there  is  a  county  road 
^fstem.  This  S3fst6m  was  provided  for  by  special  aict  of  the  Legis- 
lature, section  137,  Laws  of  1911,  whidi  created  a  county  road 
commission  consisting  of  four  supervisors  and  the  county  super- 
intendent and  permitted  the  county  to  issue  bonds  amounting  to 
$500,000.  The  plan  included  the  improvement  of  137  miles  of 
roads.  The  entire  system  was  built  in  about  three  years.  Little, 
if  any,  attention  was  paid  in  the  selection  of  roads  comprising  it  to 
secure  continuity  of  improvement,  and  as  a  natural  consequence 
the  system  built  was  badly  articulated  and  not  consistent  with  the 
real  traffic  needs  of  the  county.  Moreover,  the  construction 
throughout  was  water-bound  macadam  without  any  surface  treat- 
ment. Since  that  time  there  has  been  no  road  construction  by 
the  county.  The  State  has  incorporated  in  its  State  and  county 
system  48  miles  of  the  roads  built  by  the  county  and  has  assumed 
the  maintenance  of  these  roads.  The  balance  of  89  miles  remains 
under  the  jurisdiction  of  the  county. 

The  speoiaU  act  permitting  the  construction  of  this  system 
obligated  the  State  to  contribute,  toward  the  expense  of  maintain- 
ing it,  50  per  cent  of  the  amount  appropriated  by  the  county 
during  any  year.  For  1922  funds  from  these  sources  amounted 
to  $90,000,  of  which  $60,000  were  provided  by  the  county  and 
$30,000  by  the  State,     Owing  to  the  type  of  roads  built,   the 


Per  cent 

Mileage 

of  total 

130 

9.5 

137 

10.0 

328 

23.8 

782 

56.7 

1,377 

100 
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county  is  confronted  with  a  serious  problem  of  reconstractioii  as 
well  as  maintenance.  It  is  estimated  that  at  least  10  miles  of 
the  county  road  system  should  be  reconstructed  each  year.  The 
average  cost  of  this  work  amounts  to  $7,500  per  mile,  which  would 
call  for  an  annual  expenditure  of  $75,000.  The  annual  cost  of 
maintaining  the  89  miles  of  road  under  the  jurisdictiOD  of  the 
county  is  estimated  at  $60,500.  Tlus  makes  the  total  amount 
required  annually  for  county  road  purposes  $135,500.  The 
amount  available,  $90,000,  lacks  approximately  $45,000  of  that 
required  to  preserve  the  road  system  already  built. 

In  addition  to  the  mileage  of  roads  under  the  jurisdiction  of 
the  county  which  are  included  in  the  county  road  system,  there 
are  approximately  1,110  miles  of  town  highways.  Of  these  a  mile- 
age aggregating  328.2  has  been  improved  with  water-boond 
macadam  or  gravel  construction.  This  represents  the  mileage  for 
which  it  is  necessary  to  provide  for  reconstruction  and  mun- 
tenance.  Funds  provided  for  the  improvement  of  the  town  high- 
ways, as  well  as  for  construction  and  maintenance,  for  the  year 
1922,  together  with  those  obtained  from  motor  vehicle  fees  and 
State  aid,  are  approximately  as  follows: 

Town  appropriation   $165,385 

Motor  vehicle  fees 14,000 

State  aid  34,237 

$213,622 


It  is  estimated  that  approximately  40  miles  of  the  improved 
mileage  of  town  highways  should  be  resurfaced  or  reconstructed 
each  year  in  order  to  preserve  the  investment  made  in  those  roads. 
An  average  cost  of  this  work  is  estimated  at  $4,500  per  mile,  which 
would  call  for  an  annual  expenditure  of  $180,000.  The  cost  of 
maintenance  of  the  improved  mileage  on  the  basis  of  $200  per  mile 
would  amount  to  $65,600. 

The  cost  of  maintaining  the  782  miles  of  unimproved  town  roads 
is  estimated  at  $25  a  mile,  although  admittedly  this  wonld  only 
provide  for  most  casual  attention.  The  total  amount  required  for 
this  purpose  would  be  approximately  $19,500.  The  total  funds 
required  for  the  town  highway  system  based  on  the  above  estimate 
would  amount  to  about  $265,000.  In  other  words,  the  funds  pro- 
vided each  year  by  Franklin  county  for  the  administration  of  town 
highways  are  approximately  $50,000  less  than  are  necessary  if 
these  highways  are  to  he  suitably  maintained  and  a  sound  policy 
of  construction  and  reconstruction  carried  out. 
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B.  —  SnlliTan  Oonnty 

The  total  mileage  of  State,  county  and  town  highways  in  Sul- 
livan county  as  of  January  1,  1922,  is  approximately  as  follows: 

Per  cent 
Mileage 

State  and  county  aystem 

County-aid  roads  —  improved  

Tovra  highways  —  improved   

Town  highways  —  unimproved 


During  1919  the  county  adopted  a  plan  calling  for  the  improve- 
ment of  44  miles  of  county  aid  highways.  Up  to  January  1,  1922, 
15  miles  of  this  system  had  been  improved,  and  during  1922  it  is 
anticipated  that  an  additional  15  miles  will  be  added.  It  should 
be  noted  that  Sullivan  county,  located  within  easy  access  from 
New  York,  is  subjected  to  a  very  considerable  transit  motor  vehicle 
traffic,  and  any  plan  of  county-aid  highways  to  serve  that  com- 
monitT-  must  provide  for  a  mileage  materially  greater  than  that 
undertaken  by  the  county.  Up  to  the  present  most  of  the 
important  work  done  has  comprised  the  construction  of  water- 
bound  macadam  roads  with  an  oil  Burface  treatment.  There  has 
been  a  limited  amount  of  more  permanent  construction,  but  the 
expenditures  made  for  this  type  of  construction  are  practically 
n^ligible.  Traffic  requirements  in  the  county  demand  a  more 
permanent  type  of  construction  in  the  future. 

Funds  avulable  for  the  improvement  of  county-aid  roads  during 
1922  were  approximately  as  follows: 

State  aid $57,500 

Connty  appropriation 57,500 

Motor  vehicle  fees 19,600 

Town  appropriation  7,000 

$141,600 


The  approximate  cost  per  mile  of  county-aid  roads  is  $7,000, 
making  a  total  expenditure  for  15  miles  of  completed  construction 
$105,000. 

The  cost  of  maintaining  the  44  miles  of  county-aid  roads 
approximates  $36,400,  making  a  total  of  $141,000  required  for 
maintenance  and  construction  of  that  system  of  highways.  A  com- 
parison of  the  latter  amount  with  the  funds  made  available  for  the 
improvement  of  county-aid  roads  would  indicate  that  the  latter 
were  soffleient.  It  should  be  noted,  however,  that  the  type  of  road 
construction  emplt^ed  is  unsuitable  for  the  traffic  using  these 
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roads,  and  both  the  mile^e  actually  improved  and  that  contem- 
plated is  seriously  insufficient  to  meet  traffic  needs.  A  conservative 
estimate  of  the  cost  of  improvii^  fifteen  miles  of  county-aid  road 
each  year  would  call  for  an  expenditure  of  at  least  $150,000  annu- 
ally to  which  should  be  added  the  cost  of  maintaining  the  system 
in  order  to  determine  the  actual  funds  needed  for  these  purposes. 
As  yet  the  county  is  not  facing  the  problem  of  resurfacing  im- 
proved highways  so  this  matter  will  not  be  discussed. 

There  are  approximately  300  miles  of  town  highways  which  have 
been  improved  with  macadam  construction  of  a  lower  grade  than 
that  employed  on  the  county-aid  roads.  The  towns  are  adding  to 
this  mileage  at  the  rate  of  about  20  miles  each  year.  The  cost  of 
this  work  approximates  $5,500  per  mile.  Funds  available  for  the 
improvement  of  town  highways  during  1922  were  approximately 
as  follows; 

State  aid   $47,500 

Town  appropriation   135,000 


The  cost  of  improving  20  miles  of  town  highways  annually  would 
amount  to  $110,000.  It  is  estimated  that  10  miles  of  the  present 
improved  mileage  will  require  resurfacing  each  year  at  a  cost  of 
$25,000.  The  maintenance  of  the  300  miles  of  improved  town  high- 
ways calls  for  an  expenditure  of  at  least  $60,000  annually,  and  the 
most  casual  care  of  the  1,375  miles  of  unimproved  town  roads  will 
add  $34,000  to  the  funds  required  for  these  purposes.  This  makes 
a  total  of  $229,000  requir^  to  meet  the  annual  needs  of  road 
improvement  work  on  the  town  highways.  It  will  be  seen  that  the 
present  funds  available  for  the  latter  work  are  about  $46,500  below 
actual  needs. 

6.  —  Albany  County 

The  mileage  of  State,  county  and  town  highways  in  Albany 
county  is  as  follows: 


State  and  county  system 

Town  highways  —  improved   . . . 
Town  highways  —  unimproved 


There  is  no  system  of  county-aid  roads  in  Albany  county.  That 
county  does  not  participate  in  State  aid  granted  under  the  terms 
of  the  Lowman  Act.  The  Improved  highways  are  of  waterbound 
or  gravel  macadam  construction.     The  policy  is  followed  of  coo- 


Mileage 
214.21 
108 
769.79 

Percent 
ot  total 

19.6 
9.9 

70.5 

1092 

100 
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stmcting  from  tea  to  twelve  miles  of  improved  road  each  year. 

The  work  ia  not  being  carried  out  in  accordance  with  any  definite 

plan  based  ou  a  study  of  county  needs. 

Funds    available    for    construction    work    during    1922    were 

obtained  from  the  following  sources: 

State  aid   $31,176  63 

Motor  vehicle  fees 59,500  00 

Total    $90,676  63 


The  estimated  cost  of  constructing  ten  miles  of  macadam  con- 
struction is  $75,000.00.  It  should  be  noted  that  this  type  of  con- 
struction unless  given  a  suitable  surface  treatment  is  not  suitable 
for  traffic  conditions  in  Albany  county.  There  are  no  data  avail- 
able as  to  the  policy  followed  by  the  county  in  the  resurfacing  of 
macadam  roads  but  experience  elsewhere  justifies  the  estimate'  that 
with  a  mileage  of  108  miles  of  macadam  roads  provision  should  be 
made  for  treating  in  this  way  at  least  eight  miles  each  year.  The 
estimated  cost  of  this  work  is  $20,000.00  annually.  This  would 
indicate  that  the  funds' available  for  construction  purposes  were 
hardly  sufficient  to  meet  the  minimum  construction  needs  of  town 
roads. 

The  funds  avulable  for  the  maintenance  of  town  roads  amounted 
to  $59,500.00  for  1922.  The  improved  mileage  of  town  roads  in 
Albany  cotinty  although  not  constituting  a  well  articulated  system 
may  be  compared  with  the  county  aid  systems  in  other  counties  in 
the  State.  The  estimated  cost  of  maintaining  this  mileage  of 
macadam  roads  amounts  to  $500.00  per  mile  or  a  total  of  $54,000.00 
annually  on  the  basis  of  the  present  mileage.  The  upkeep  of  the 
unimproved  mileage  of  town  roads,  merely  making  provision  for 
the  minimum  of  care,  would  necessitate  the  e.xpenditure  of  at  least 
$20,000.00  each  year.  The  funds  provided  for  the  maintenance  of 
town  roads  are  inadequate  to  meet  the  need. 

Experience  Commends  Oeotralization 

The  above  analysis  demonstrates  the  soundness  of  a  highly  cen- 
tralized control  over  highway  work  together  with  an  adequate  and 
suitably  equipped  county  highway  administrative  organization  as 
a  means  for  securing  efiicient  administration  of  highway  matters. 
Brie  county  which  has  such  a  system  furnishes  the  best  example  of 
competent  highway  administration  of  any  of  the  counties  studied. 
Albany  county  in  which  the  administration  of  highway  matters  is 
most  decentralized  and  in  which  there  is  no  organized  plan  of  high- 
way improvement  appears  to  be  the  most  backward  in  this  matter. 

Aside  from  the  advantage  of  a  strong  county  administrative 
oigaoization  in  securing  control  over  highway  work  there  are  other 
Bubstantial  benefits  to  be  obtained  under  such  an  arrangement. 
These  relate  particularly  to  the  opportunity  offered  under  central 
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control  for  effecting  ^eater  economy  in  the  use  of  both  labor  and 
equipment  on  road  work.  When  road  work  ja  conducted  throagh 
the  town  superintendents,  naturally  the  range  of  use  of  both  labor 
and  equipment  employed  is  limited  to  the  town  boundaries.  This 
tends  to  result  in  a  duplication  of  both  road  equipment  and  force 
in  adjacent  towns  with  possible  waste.  Particularly  in  the  matter 
of  plant  and  equipment  a  central  control  over  its  use  is  essential 
if  satisfactory  results  are  to  be  obtained.  The  increasing  amount 
of  highway  maintenance  to  be  done  each  year  and  the  need  for 
special  equipment  for  this  work  in  many  cases  further  demon- 
strates the  desirability  of  centralizing  responsibility  for  its  direc- 
tion. A  comparatively  new  phase  of  highway  maintenance  is  that 
of  snow  removal  from  the  more  important  thoroughfares,  which  is 
of  growing  importance  owing  to  the  rapid  development  of  highway 
motor  transport.  At  present  responsibility  for  this  work  rests  on 
the  town  superintendents  and  its  cost  is  mainly  met  out  of  town 
funds.  It  is  true  that  the  county  may  appropriate  funds  for  snow 
removal  and  also  designate  the  highways  on  which  the  work  shall 
be  done.  At  the  same  time  there  is  no  consistent  policy  followed 
by  the  counties  in  this  matter  with  the  result  that  the  service 
furnished  is  indifferent  in  character  an4  it  is  believed  unduly 
expensive.  If  snow  is  to  be  removed  at  public  expense  from  the 
through  roads,  it  is  clear  that  the  county  should  be  responsible  for 
this  work  and  that  suitable  county-owned  equipment  should  be 
provided  for  this  purpose. 

FinaiKdiig  of  Highway  Work 

Funds  for  highway  purposes  in  the  various  counties  are  obtained 
from  State  aid,  county  appropriations,  motor  vehicle  fees  and 
town  appropriations.  Counties  and  towns  have  the  power  to  issue 
bonds  for  the  construction  of  roads  and  bridges.  At  present  the 
financing  of  highways  is  mainly  out  of  current  revenues.  The 
financing  of  bridges  is  discussed  later  in  this  report.  State  aid  is 
granted  to  counties  under  section  320-b  of  the  Highway  Law,  and 
to  towns  under  section  101  of  that  law.  The  former  section  known 
as  the  Lowman  Act  provides  for  payment  by  the  State  to  the  vari- 
ous counties,  for  the  construction  and  improvement  of  town  high- 
ways, an  amount  not  to  exceed  thirty  dollars  per  mile  of  the  total 
mileage  of  those  highways  within  the  counties,  subject  to  the  pro- 
vision that  each  county  participating  shall  appropriate  an  equal 
amount  for  these  purposes.  This  act  enacted  during  1921  has 
resulted  in  effectively  stimulating  highway  improvement  by  the 
counties.  The  ordinary  practice  followed  is  to  expend  these  funds 
in  the  improvement  of  the  more  important  town  roads,  those  se- 
lected for  improvement  constituting  a  county-aid  system  of  town 
highways. 

The  apportioning  of  funds  for  road  work  on  the  basis  of  mileage 
alone  is  unscientific  and  unsound  in  principle.  The  extent  and 
character  of  traffic  using  any  road  are  what  justify  the  expendi- 
ture of  f ozLds  for  its  improvement  more  than  any  other  eonsidera- 
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tion.  Moreover  the  amount  of  traffic  both  present  and  potential 
usin^  the  roads  is  a  fair  index  of  the  type  of  improvement  required 
And  hence  the  probable  cost.  Thus,  traffic  demands  in  a  county 
with  a  comparatively  low  road  mileage  may  demand  a  more  ex- 
pensive type  of  improvement  than  is  necessary  in  another  county 
with  a  much  lar^r  road  mileage.  In  the  apportionment  of  State 
aid  funds  the  former  county  with  perhaps  the  greater  need  would 
be  at  a  disadvantage.  It  occasionally  happens  also  that  the  need 
for  extensive  highway  improvement  due  to  traffic  conditions  may 
exist  in  a  county  least  able  to  meet  the  financial  burden  involved. 
SuUivan  county  is  an  example  of  this  kind.  If  State  aid  is  to  be 
apportioned  so  as  to  give  the  greatest  benefit,  it  is  essential  that 
the  present  method  of  distribution  be  modified.  Obviously,  it  is 
not  practical  to  secure  traffic  data  on  all  roads  and  hence  it  is 
necessary  to  adopt  some  arbitrary  method  of  allotting  State  aid 
funds.  It  is  suggested  that  a  basis  of  distribution  of  State  aid 
funds  similar  in  principle  to  that  employed  by  the  Federal  govern- 
ment in  granting  aid  to  the  various  States  for  road  improvement 
work  be  considered.  Local  traffic  conditions  should  be  recognized 
in  so  far  as  possible  under  such  an  arrangement. 

Section  320-a  relating  to  the  distribution  of  county  aid  for  the 
construction,  improvement  and  maintenance  of  town  highways 
presents  a  somewhat  ambiguous  provision  governing  the  distribu- 
tion of  expenditures  for  maintenance  of  those  highways.  The 
elanse  in  question  "The  resolution  providing  for  such  appropria- 
tion shall  also  indicate  the  amount  which  shall  be  paid  to  each 
such  town  and  a  certified  copy  thereof  shall  be  filed  with  the  county 
treasurer"  appears  in  the  last  paragraph  of  that  section.  In  those 
counties  which  have  been  most  progressive  in  developing  and  ad- 
ministering their  highways,  Jefferson  county  being  an  excellent 
example,  the  county  has  assumed  entire  responsibility  for  meeting 
the  cost  of  maintaining  its  county  aid  highway  system.  This  policy 
is  entirely  sound  and,  in  fact,  provides  the  only  way  by  which  con- 
sistent and  effective  maintenance  can  be  assured.  The  towns  as 
independent  units  make  no  special  contribution  to  this  cost  of 
maintenance.  In  view  of  the  provision  cited  above,  there  is  con- 
siderable question  whether  the  county  is  not  violating  the  law  by 
assuming  the  obligation  for  maintaining  these  highways,  although 
carrying  out  what  is  recognized  as  an  entirely  sound  policy  in 
Ihis  matter.  The  law  should  be  amended  in  such  a  way  as  to  give 
enunties  suitable  freedom  in  doing  this  work. 

State  aid  to  towns  is  apportioned  under  conditions  similar  to 
those  stipulated  in  the  Lowman  Act  except  that  the  assessed  valua- 
tion of  property  within  the  town  constitutes  the  basis  of  distribu- 
tion. Ordinarily,  these  funds  are  used  for  maintenance  rather 
than  construction  purposes.  The  same  criticism  applies  to  the 
policy  followed  in  granting  State  aid  to  towns  as  has  been  noted 
previously  with  respect  to  counties.  There  is  do  question  as  to  the 
sfiundness  of  the  policy  of  the  States  granting  aid  to  local  commu- 
nities tor  road  improvement.     In  fact,  it  is  believed  that  in  the 
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future  the  State  Trill  have  to  make  even  more  substantial  contri- 
butions for  these  purposes. than  have  been  made  in  the  past.  How- 
ever, such  funds  should  be  granted  only  to  meet  a  demonstrated 
need  and  should  be  expended  in  accordance  with  a  definite  plan. 
The  necessity  for  a  better  regulation  of  both  the  allotting  and 
expenditure  of  State  aid  funds  constitutes  an  additional  argiimeDt 
for  a  centralized  control  over  the  administration  of  all  road  work 
within  the  county. 

At  one  of  the  hearings  of  the  Committee,  Mr.  George  Diehl, 
county  superintendent  of  Erie  county,  commented  on  the  present 
distribution  of  highway  funds  as  follows : 

"It  is  impossible,  in  my  judgment,  to  divide  or  appropriate 
or  apportion  highway  moneys  equally  among  the  counties  or 
towns  of  the  state,  or  by  any  other  rule,  unless  it  is  token  into 
consideration  traffic,  and  I  think  that  is  one  of  the  points  you 
have  to  consider  in  the  apportionment  of  funds  under  the 
County  or  Lowman  Act,  in  that  it  seeks  to  apportion  money 
pro  rata  according  to  mileage,  without  taking  into  considera- 
tion traffic." 

Finandng  of  Bridges 

A  unique  and  undesirable  provision  in  the  Highway  Law,  para- 
graph 5  of  section  1,  defines  a  highway  as  not  including  bridges 
or  culverts  having  a  width  of  opening  in  excess  of  five  feet.  Re- 
sponsibility for  providing  these  facilities  is  placed  on  the  varioos 
towns  and  the  method  to  be  followed  in  furnishing  these  facilities 
is  outlined  in  article  IX  of  the  Highway  Law.  In  this  article  the 
county  may  share  with  the  various  towns  in  the  cost  of  construc- 
tion. This  failure  to  recognize  bridges  as  integral  parts  of  the 
various  highways  throughout  the  State,  necessitating  independent 
methods  of  providing  funds  for  these  essential  facilities,  is  un- 
sound in  principle  and  in  many  respects  distinctly  inequitable  in 
application.  The  bridges  are  as  truly  a  part  of  the  highway  as 
the  subgrade,  wearing  surface,  or  any  other  portion  of  the  construc- 
tion. It  is,  if  anything,  more  important  that  the  design  and  char- 
acter of  bridges  on  highways  should  be  based  on  the  requirements 
of  traffic  than  the  design  of  the  roadbed.  In  the  event  of  failure 
of  the  latter,  due  to  unsuitable  design,  the  only  loss  to  the  com- 
munity is  a  financial  one.  In  the  case  of  bridges,  however,  if  they 
are  of  unsuitable  design  the  failure  means  not  alone  possible  dam- 
age to  the  structure,  but  loss  of  life.  The  inadequacy  of  many 
of  the  highway  bridges  throughout  the  State  of  New  York  is  to  a 
considerable  extent  due  to  the  policy  resulting  from  this  ill-advised 
placing  of  expense  for  furnishing  bridges  on  the  towns.  There  b 
no  justification  for  the  continuance  of  this  practice.  Funds  for 
the  construction  of  bridges  on  Federal  aid  highways  and  others 
included  in  the  State  and  county  highway  system  rfiould  be  pro- 
vided from  those  set  apart  for  the  construction  of  these  highway 
syatcma. 
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In  certain  counties,  notably  Steuben  and  Franklin,  requiring  the 
to\rns  to  meet  the  cost  of  constructing  bridges  on  Federal  aid  or 
State  roads  has  rea;nlted  in  a  serious  financial  hardship  to  certain 
of  the  communities  affected.  There  is  a  nide  variation  in  the  abil- 
ity of  communities,  through  which  main  highways  pass,  to  bear  the 
c(Kt  of  their  construction.  Certain  sections  of  the  State,  where 
there  are  the  most  bridges  on  account  of  the  topographical  char- 
acter of  the  country,  are  the  least  able  to  bear  the  cost  of  furnish- 
ing these  structures.  Both  the  State,  county  and,  if  necessary,  the 
towns,  should  participate  in  sharing  this  burden  where  conditions 
demand  such  an  arrangement. 

An  nnnsual  example  of  the  effect  of  this  restrictive  l^lslation 
was  given  to  the  Committee  by  Mr.  D.  D,  Norton,  of  Cazenovia, 
Supervisor  of  Madison  county.     Mr,  Norton's  comment  follows: 

"The  Highway  Law  provides  bridges  are  not  a  part  of  the 
highway,  if  the  span  is  in  excess  of  five  feet.  Here  is  the  con- 
dition in  our  county :  In  the  town  of  Cazenovia,  the  line  be- 
tween that  town  and  Penner,  is  a  creek,  which  has  several 
bridges  between  the  two  boundaries  on  the  map,  and  supposed 
to  be  constructed  as  soon  as  possible.  There  is  a  very  impor- 
tant highway  between  Cazenovia  and  Chenango,  the  State  and 
county  highway.  There  is  a  bridge  on  this  road  that  approxi- 
mately estimated  cost  around  fourteen  or  fifteen  thousand  dol- 
lars. The  town  of  Cazenovia  has  put  that  into  their  budget, 
their  half  of  it,  the  last  six  or  seven  years,  but  the  town  of 
Penner  has  not,  for  the  reason  that  their  full  assessment  there 
is  only  about  a  quarter  of  a  million  doUara,  and  ours  is  two 
and  one-half  million  dollars.  The  harden  is  too  heavy  for 
them,  for  them  it  is  a  hardship,  and  it  is  not  fair  to  hardly 
anyone  concerned.  It  would  be  a  splendid  thing  if  that  could 
be  changed. 

"On  this  same  highway  there  were  three  bridges  that  could 
be  abandoned  by  changing  the  highway,  practically  removing 
four  bridges,  and  replacing  one  new  one  which  would  improve 
conditions  entirely.  That  is  a  point  of  the  law  that  I  think 
should  be  changed.  In  this  town  of  Fenner,  it  has  been  under 
their  skin  every  moment,  and  there  is  no  chance  of  their 
getting  that  $5,000  or  $6,000,  and  of  course  our  road  is 
held  up." 

The  matter  of  the  administration  of  highway  bridges  was  also 
discussed  by  Mr.  George  Dichl,  county  superintendent  of  Erie 
county.     In  discussing  the  subject,  Mr.  Diehl  states  that: 

"  There  is  absolutelyno  justification,  I  think,  except  expedi- 
ency, for  putting  the  burden  of  construction  of  bridges  on 
townships.  A  bridge  is  an  integral  part  of  a  highway,  and 
what  can  be  said  regarding  the  distribution  of  funds  on  that 
highway  can  be  said  also  about  the  bridge.    We  have  that 
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difficulty  every  day.  The  kw  provides  if  the  expense  of  the 
undertaking  is  over  $3,000,  there  must  be  a  town  meeting, 
and  we  have  had,  on  one  of  om-  most  important  roads,  a 
bridge  down  for  over  two  years.  The  road  is  practically 
closed  to  travel,  because  the  towns  would  not  build  a  brid^ ; 
and  they  have  a  very  sound  argument.  They  say  tliat,  gem- 
erally  speaking,  a  real  fundamental  is  that  all  costs  should 
be  borne  according  to  benefits,  and  that  this  bridge  away  in 
the  corner  of  the  town,  they  derive  no  benefit  from  it.  But 
the  general  public  do. 

"I  think  there  is  no  justification  for  saying  that  a  bridge 
should  be  paid  for  in  any  different  manner  from  a  highvray. 
The  cost  of  the  bridge  should  be  borne  in  the  same  way  aa 
the  cost  of  highways.  If  it  were  a  state  highway,  the  State 
wonld  pay  for  it  all.  If  it  is  on  a  joint  highway,  it  should 
be  jointly  between  the  State  and  county.  And  tiat  brings 
us  to  snow  removal,  and  street  lighting.  It  should  be  dis- 
tribnted  the  same  way  as  the  cost  of  the  road," 

An  important  element  that  should  be  considered  in  the  regula- 
tion of  bridges  is  that  of  protecting  against  overloading.  Para- 
graph 282-a,  Highway  Law,  permits  loads  up  to  28,000  pounds  on 
public  highways  and  bridges.  It  would  be  uneconomical  to  design 
all  bridges  within  the  State  to  meet  a  loading  of  this  character. 
Under  section  331  of  the  Highway  Law,  towns  are  held  free  from 
liability  for  any  damage  due  to  the  failure  of  a  bridge  under  a 
loading  in  excess  of  eight  tons.  ■  The  following  section  requires 
that  a  notice  shall  be  erected  upon  each  end  of  such  bridge  pro- 
hibiting its  nse  for  loads  in  excess  of  ten  tons.  Violation  of  this 
requirement  in  any  way  constitutes  a  misdemeanor  punishable  by 
a  fine  not  to  exceed  $25.  In  other  words,  an  individnal  disre- 
garding the  warning  and  driving  a  load  in  excess  of  the  carrying 
capacity  of  a  bridge,  thereby  posably  causing  the  failure  of  the 
structure  costing  perhaps  several  thousand  dollars,  will  be  penal- 
ized to  the  extent  of  $25  if  it  is  his  first  offense.  This  illogical 
situation  is  one  that  must  be  met.  Many  examples  could  be  cited 
of  flagrant  violations  of  the  provisions  of  the  law  governing  the 
transportation  of  loads  over  bridges.  Unless  this  violation  results 
in  actual  failure  of  the  structure,  it  is  quite  probable  that  the 
violation  will  not  even  be  noticed  although  it  may  have  caused 
strain  or  distortion  of  the  bridge  members  that  vriU  ultimately 
cause  its  failure.  There  should  be  no  misunderstanding  as  to  the 
serioQsness  of  the  present  condition  of  highway  bridges  through- 
out the  State.  In  Erie  county  where  a  careful  study  has  been 
made  recently  of  the  condition  of  all  highway  bridges,  it  was 
found  that  approximately  45  per  cent  are  unsafe  for  loads  in 
excess  of  twelve  tons.  Moreover  certain  of  these  unsafe  bridges 
are  on  State  and  county  highway-  routes  on  which  the  law  permits 
the  operation  of  trucks  up  to  fourteen  tons  in  weight     It  is  a 
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well-known  fact  that  this  loading  is  exceeded  in  many  cases. 
Construction  equipment  of  various  kinds  weighing  over  fifteen 
tons  is  frequently  transported  over  highway  bridges.  There  is 
reason  to  believe  that  the  condition  of  bridges  throughout  the 
State  is  not  more  favorable  than  are  those  in  Erie  county.  There 
is  need  for  more  effective  regulation  of  the  transportation  of  loads 
permitted  by  law  and  a  further  restriction  of  the  use  of  certain 
highways  and  bridges  not  designed  to  carry  such  loads.  Also  the 
law  should  be  amended  to  provide  suitable  penalties  for  violation 
of  the  restrictions  governing  loading  and  there  should  be  prompt 
and  energetic  prosecution  of  violators. 

While  the  regulation  of  the  loading  of  bridges  is  of  particular 
importance  on  account  of  the  serious  hazard  that  results  from 
overloading  these  structures,  it  should  be  recognized  that  the  regu- 
lation of  the  loads  carried  over  different  classes  of  highways  is  of 
equal  economic  importance.  The  main  considerations  of  the  latter 
problem  and  their  economic  significance,  as  outlined  by  Mr.  Qeoi^e 
Diehl,  county  superintendent  of  Erie  county,  are  of  particular 
interest.     Mr.  Diehl 's  comment  were  as  follows: 

"Hoarding  the  protection  of  these  highways,  the  present 
law  has  several  conflicting  provisions  regarding  the  protec- 
tion of  highways.  There  is  one  undpr  the  automobile  statute 
which  says  that  no  load  shall  be  carried  over  28,000  pounds, 
and  specifies  an  azle  load  and  seven-inch  width  of  tire.  It 
must  be  perfectly  obvious  to  everyone  that  all  highways  can 
never  be  made  of  equal  carrying  capacity;  that  the  general 
rules  and  regulations  which  cover  transportation,  cover  high- 
ways as  well.  The  general  rule  for  the  railroads  applies  to 
highways.  Take,  for  instance,  the  New  York  Central,  that  has 
the  heaviest  roUing  stock  and  the  heaviest  locomotives,  rails, 
and  bridges,  and  carries  the  most  tonnage.  That  is  the  reason 
it  is  the  heaviest,  it  carries  the  most  tonnage.  The  amount 
you  should  expend  for  the  highways  depends  on  the  tonnage 
carried  over  it.  Take  that  tonnage  of  the  New  York  Central 
and  put  it  over  on  the  Southern  Railroad,  and  you  would 
break  down  the  Southern  Railroad  and  the  bridges  and  the 
rolling  stock.  That  is  not  an  argument  to  rebuild  the  South- 
em  Railroad,  any  more  than  it  is  an  argument  to  say  that  all 
the  80,000  miles  of  highway  should  be  of  an  equal  carrying 
capacity.  This  is  true  in  the  entire  nation.  Therefore,  you 
must  take  some  means  of  protecting  them. 

"We  have  tliree  classes,  the  finest  construction  by  the  State, 
the  best  construction  by  the  county,  and  the  bottom  course, 
town  roads.  The  bottom  course,  the  town  road,  would  carry 
a  groa^  load  of  five  tons ;  the  county  road  would  carry  a  gross 
load  of  ten  tons ;  and  the  State  highways  would  carry  a  gross 
load  of  fourteen  tons.  Now,  unless  you  enact  some  provi- 
sion in  the  statute  to  keep  that  14-ton  load  ofif  the  other  roads, 
you  will  eventually  stop  that  road  building  and  you  will  take 
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the  positiOD  that  all  roads  should  be  of  equal  earryin^  capac- 
ity, which  cannot  be  defended,  economically  or  technically. 
Therefore,  I  urge  upon  your  members  that  you  have  such 
provision  as  will  permit  the  board  of  supervisors  to  establish 
regulations  concerning  the  weight  of  vehicles  on  secondary 
roads,  on  county  and  town  roads.  , 

"It  is  necessary,  in  my  judgment,  to  have  a  more  scientifle 
method  of  determining  types  of  constmction.  ' 

"I  believe  the  real  proof  of  the  pudding  is  the  eating,  that 
the  service  test  is  more  valuable  than  the  laboratory  test,  that 
the  laboratory  test  is  more  of  an  identification  test,  and  thai 
you  should  see  how  much  travel  these  highways  carry  and 
how  much  the  cost  is.  I  to(^  a  travel  census  in  this  county  on 
Delaware  avenue,  and  we  had  9,000  vehicles  a  day,  even  at 
this  season  of  the  year,  and  I  determined  the  tonnage  of  that 
travel.  I  ascertained  the  cost  of  construction,  and  ^rcad 
that  cost  over  a.  period  of  20  years,  so  it  means  about  an  t> 
per  cent  annual  charge.  I  knew,  of  course,  what  it  cost  to 
maintain  the  road.  I  divided  that  annual  cost  of  construction 
and  maintenance  by  the  total  tonnage,  and  determined  how 
much  the  construction  and  maintenance  cost  per  ton  carried 
over  the  road,  and  it  cost  14  cents  on  that  particular  road  for 
construction  and  maintenance  for  each  100  tons.  I  have  done 
that  on  half  a  dozen  roads.  One  I  did  recently  on  a  cheaper 
road,  and  I  found  it  cost  $2.57,  nearly  20  times  as  much ;  then 
on  another  road  I  found  it  cost  $1.60.  In  short,  if  the  State 
will  gather  those  statistics,  at  the  end  of  the  year  it  would 
be  of  great  value,  at  the  end  of  five  years  it  would  be  abso- 
lutely indispensable,  because  it  would  produce  an  economic 
basis.  The  railroads  know  how  much  to  allow  for  each  curva- 
ture, and  rise  and  fall.  "When,  the  D.,  L.  &  W.  spent  $30,000,000 
on  viaduetK,  they  knew  what  each  curvature  and  grade  would 
mean  in  dollars  and  cents,  and  they  capitalized  that  expendi- 
ture over  a  period  of  years.  We  must  come  to  the  sam'* 
scientific  method,  and  I  contend  that  that  cannot  be  done, 
unless  it  is  done  by  having  trained  men  in  these  difEeren' 
highway  po-iitions,  and  a  system  of  authority  where  each  man 
is  responsible,  and  where  there  is  a  definite  line  of  accotiiit-  i 
ability  from  him  to  the  head  of  the  department."  | 

Administration  of  Motor  Equipment 

The  need  for  a  sound  administrative  policy  and  a  system  o! 
control  is  particularly  in  evidence  with  respect  to  the  aequisitioc 
and  care  of  all  classes  of  eqitipraent  used  on  road  work.  In  tlie 
matter  of  the  purchase  of  equipment,  it  is  important  that  the 
sebction  of  the  type  to  be  acquired  should  be  made  by  some  oup 
competent  to  pass  judgment  on  its  suitability  for  the  purpc-i'" 
intended.  In  the  case  of  the  counties  and  towns,  the  most  pnicci- 
cal  way  of  handling  the  purchase  of  road  equipment  so  as  to  saff- 
guard  against  ill-adTised  action  is  to  place  responsibility  for  the 
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election  of  type  on  the  county  superintendent.  Moreover,  in 
rder  that  use  of  all  equipment  purchased  by  the  county  or  to-wna 
nay  be  made  as  flexible  as  possible,  ownership  of  the  same  should 
le  vested  in  the  county  and  as^gnment  made  of  such  equipment 
o  the  different  towns  according  to  their  needs  and  subject  to 
uitable  charges.  In  order  to  carry  out  such  an  arrangement,  it 
s  necessary  to  establish  a  complete  system  of  control  over  the 
ise  of  equipment.     Such  a  system  should  provide: 

1.  Adequate  accommodations  for  the  storage  of  equipment 
when  not  in  use; 

2.  Complete  records  of  each  piece  of  equipment  from  time 
to  time  of  its  purchase  until  it  is  scrapped.  These  records 
should  contain  information  as  to  the  purchase  price,  cost  of 
repairs  and  renewals  together  with  operating  cost,  charges 
made  for  use  of  equipment  and  revenue  received,  and  time 
and  place  used; 

3.  Suitable  facilities  for  the  repair  of  equipment.  A  county 
repair  shop  and  storehouse  at  which  limited  supplies  and 
machine  parts  could  be  carried  is  desirable  for  most  counties; 

4.  Systematic  inspection  of  equipment  that  will  enable 
detecting  the  need  of  minor  repairs  and  continual  preventive 
maintenance  designed  to  correct  conditions  disclosed  by  such 
inspection,  This  is  perhaps  the  most  important  element  in  the 
entire  system  of  control ; 

5.  Exercising  control  over  the  selection  of  equipment 
operators  and  their  employment. 

The  above  system  is  applicable  to  all  binds  of  equipment  but  is 
particularly  suitable  for  motor  trucks  which  are  today  an  essential 
adjunct  to  the  economic  prosecution  of  road  work. 

With  this  in  mind,  attention  is  called  to  the  manner  in  which 
the  administration  of  motor  equipment  is  handled  by  the  various 
counties  of  New  York  State,  There  have  been  distributed  by  the 
State  Commission  of  Highways  to  these  counties  for  use  on  road 
improvement  wort  937  motor  trucks.  These  trucks  were  obtained 
from  the  office  of  public  roads  of  the-TJnited  States  Department  of 
Adrieulture,  which  has  jurisdiction  over  the  distribution  of  cer- 
tain unused  war  eijuipnicnt.  The  value  of  the  trucks  according  to 
<Iata  fiimished  by  the  State  Commission  is  approximately 
$2,686,000.  It  is  estimated  that  it  would  cost  at  least  $4,500,000 
to  replace  this  equipment.  Under  the  law  malting  provision  for 
the  distribution  of  the  above  material  the  State  is  required  to 
retain  title  to  trucks  allotted  to  the  counties.  The  latter  pay  the 
ftwt  of  handling  the  trucks  in  preparation  for  shipment  ajid  all 
shipping  charges.  The  trucks  are  nominally  assigned  to  the  county 
superintendents  subsequent  to  the  delivery  to  the  county,  but 
there  is  considerable  variation  in  the  policy  followed  by  the  various 
counties  in  making  use  of  this  equipment  and  providing  for  its 
control.  The  practice  followed  by  the  counties  studied  in  this 
matter  is  as  follows : 
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Eri€  County 

There  are  eighteen  motor  trucks  under  the  jurisdiction  of 
the  county  superintendent  of  Erie  county.  The  present  value 
of  these  trucks  is  estimated  at  $53,600.  The  above  equipment 
is  used  on  county  road  work  and  hence  at  all  times  is  under 
the  control  of  the  county  superintendent.  The  trucks  are 
accommodated  in  two  maintenance  houses  conveniently  located 
so  OS  to  serve  the  north  and  south  sections  of  the  county.  A 
considerable  stock  of  supplies  and  repair  parts  is  carried  at 
these  places.  Fair  control  is  exercised  over  the  selection  o£ 
truck  drivers  and  periodic  inspection  is  made  of  all  trucks. 
During  the  winter  this  equipment  is  completely  overhauled 
and  put  in  shape  for  the  construction  season.  Other  than 
minor  repairs  are  done  by  contract.  A  system  of  reporting  on 
the  cost  of  operation  of  all  equipment  has  recently  been  iu- 
stalted.  The  present  system  of  control  is  fairly  adequate  and 
the  condition  of  the  trucks  indicates  competent  handling.  It 
is  believed  that  consideration  should  be  given  to  the  matter 
of  establishing  a  suitably  equipped  repair  shop  at  one  of  the 
maintenance  houses, 

Jefferson  County 

Jefferson  county  has  nineteen  motor  trucks,  the  value  of 
which  is  estimated  at  $54,350.  Five  of  these  tmdcs  are 
retained  by  the  county  for  use  on  the  maintenance  of  county- 
aid  roads.  The  rcmn.indcr  are  rented  to  the  various  towns, 
the  towns  paying  a  sliding  scale  per  day  depending  upon  the 
amount  of  service  furnished  by  the  county  in  repairs  and  in 
supplying  a  truck  operator.  During  1921  a  revenue  of  over 
$19,000  was  obtained  by  the  county  from  this  source. 

The  county  operates  a  garage  and  repair  shop  at  which  most 
of  the  repair  work  on  the  trucks  is  done.  There  is  fair  con- 
trol over  this  work.  The  main  weakness  in  the  system  is  the 
lack  of  continuous  inspection  of  trucks  rented  to  the  towns 
and  preventive  maintenance  of  this  equipment.  It  is  stated 
that  the  system  of  leasing  trucks  to  the  various  towns  is  to 
be  discontinued  and  that  the  countj'  is  not  to  assume  farther 
responsibility  for  the  care  of  trucks  assigned  to  towns.  It 
is  believed  that  such  action  would  be  a  serious  error  of  judg- 
ment and  result  in  material  financial  loss  to  the  community. 
The  present  system  of  leasing  trucks  to  towns  is  entirely 
sound  although  the  fees  charged  appear  to  he  too  low.  Also 
the  county  should  exercise  much  closer  supervision  over  the 
use  of  trucks  both  by  periodic  inspection  and  by  controllii^f 
the  appointment  of  truck  drivers.  What  is  needed  in  the 
county  in  the  administration  of  motor  equipment  is  greater 
centralization  of  authority  and  power  in  the  county  superin- 
tendent rather  than  the  proposed  decentralization. 
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FrankWn  County 

Fifteen  motor  trucks  are  used  on  road  improvement  work 
in  Franklin  county.  Five  of  these  are  used  on  maintenance 
of  the  county  road  system  and  are  under  the  direct  jurisdic- 
tion of  the  county  superintendent.  The  balance  are  aas^ned 
to  the  various  towns.  The  estimated  value  of  the  motor  tracks 
is  $40,500.  County  trucks  are  inspected  frequently  and 
although  there  are  no  data  on  the  cost  of  operation  and  repair 
of  this  equipment,  it  appears  to  be  well  cared  for.  There  is 
no  control  exercised  by  the  county  over  the  trucks  assigned 
to  the  towns  and  no  information  is  available  on  their  cost  of 
operation  and  repair. 

Steuhen  Couniy 

There  are  sixteen  motor  trucks  under  the  jurisdiction  of 
the  board  of  supervisors  of  Steuben  county.  The  value  of  thia 
equipment  is  estimated  at  $43,000.  Tbese  trucks  are  leased 
to  the  various  towns  under  an  agreement  which  provides  for 
the  selection  of  all  drivers  by  the  county  supervisor  respon- 
sible for  directing  this  work.  Provision  is  also  made  for  con- 
trolling the  repair  of  trucks,  and  reports  of  the  extent  and 
use  made  of  the  trucks  are  required  of  the  truck  drivers. 
The  control  system  employed  is  essentially  sound  although 
crude  and  inadequate  in  the  matter  of  providing  for  routine 
inspection  of  trucks  and  preventive  maintenance. 

Sullivan  and  Albany  Counties 

There  are  no  motor  trucks  assigned  to  Sullivan  county. 
Albany  county  has  fifteen  trucks  of 'an  estimated  value  of 
$46,500.  All  equipment  used  in  these  two  counties  is  under 
the  jurisdiction  of  the  towns  and  there  is  no  systematic  con- 
trol exercised  over  its  use. 

Inadequate  Oare  of  Motor  Apparatus 

Excluding  the  trucks  in  Erie  county,  and  those  used  on  county 
work  alone  in  Jefferson,  it  will  be  noted  that  out  of  the  87  motor 
trucks  used  on  road  work  in  the  comities  studied  there  are  only 
28  which  are  under  reasonably  consistent  maintenance  and  con- 
trol. This  represents  32  per  cent  of  the  total,  leaving  68  per  cent 
of  this  equipment  subject  to  decentralized  control  and  inadequate 
maintenance.  For  purposes  of  discussion,  it  is  assumed  that  the 
same  ratio  prevails  with  respect  to  the  administration  of  motor 
equipment  in  other  counties  of  the  State.  This  would  mean  that 
motor  equipment  of  an  estimated  present  value  of  $1,825,000,  and 
which  would  cost  over  $3,000,000  to  replace,  is  being  allowed  to 
depreciate  unnecessarily  merely  through  lack  of  suitable  control 
over  its  use.  Experience  has  demonstrated  the  entire  practica- 
bility  of   increasing   the   useful   life   of   motor  equipment   very 
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materially  by  a  system  of  control  the  essentials  of  which  have  been 
previously  outlined.  It  is  also  a  well-known  fact  that  the  cost  of 
operating  motor  equipment  in  the  matter  of  oil  and  gas  eon- 
sumption  and  wear  on  tires  is  much  less  for  equipment  that  is 
well  maintained  than  it  is  for  the  same  equipment  when  such  care 
is  lacking. 

The  average  useful  life  of  a  motor  truck  on  road  work  witli  the 
sort  of  maintenance  that  ordinarily  prevails  is  estimated  at 
four  years.  It  is  assumed  that  at  least  68  per  cent  of  the  motor 
trucks  used  by  the  counties  and  towns  on  road  work  may  be 
included  in  this  class.  This  means  that  at  the  end  of  four  years' 
use,  most  of  that  equipment  will  be  ready  for  scrapping.  This 
would  mean  that  in  order  to  replace  the  equipment  scrapped,  it 
would  be  necessary  to  provide  for  an  expenditure  of  possibly 
$3,000,000.  If  the  useful  life  of  the  equipment  could  be  extended 
one  year,  it  would  amount  to  a  virtual  saving  in  depreciation  on 
equipment  of  20  per  cent  of  its  estimated  V|alue  of  upwards  of 
$350,000  annually.  Moreover,  by  deferring  the  expenditure  of 
approximately  $3,000,000  for  a  period  of  one  year,  a  further  sav- 
ing to  the  taxpayer  would  result. 

It  is  entirely  possible  to  demonstrate  a  much  greater  saving  in 
capital  expenditures  for  equipment  than  the  one  assumed  by  an 
effective  system  of  regulating  the  use  of  motor  equipment  on  road 
work.  And  to  this  should  be  added  the  saving  in  the  cost  of 
operation  of  such  equipment  when  the  latter  is  suitably  main- 
tained. It  is  obvious  that  the  successful  operation  of  a  control 
system  of  the  character  discussed  would  depend  largely  on  a  well- 
organized  county  highway  department.  The  net  economies  pos- 
sible from  a  suitable  regulation  of  motor  equipment  alone  would 
justify  the  centralization  of  administrative  control  over  road  work 
within  the  county  in  the  county  superintendent's  office. 

Oonnty  Bltuntenance  of  All  Highways 

In  considering  the  problem  of  local  highway  administration 
recognition  should  be  given  to  the  situation  that  has  developed  in 
this  matter.  Under  the  present  program  of  construction  the  State 
and  county  system  of  highways  will  be  completed  within  about 
six  years.  It  may  be  that  this  system,  before  completion,  will  be 
modified  to  include  additional  mileage,  .but  the  likelihood  of  any 
material  extension  in  the  time  for  its  completion  is  somewhat 
remote. 

With  the  completion  of  the  State  highway  system  the  only 
function  remaining  to  the  State  Highway  Commission  will  be  that 
of  maintenance  and  resurfacing  of  those  highways.  In  the  mean- 
time, the  development  of  the  town  highways,  particularly  under 
the  terms  of  the  Lowman  Act  which  centralizes  control  for  such 
work  in  the  county,  will  be  of  increasing  importance.  Also,  it  will 
be  many  years  before  the  mileage  of  improved  roads  constructed 
in  the  various  counties  will  be  sufficient  to  meet  traffic  needs. 
Hence  the  problem  of  highway  administration  in  the  counties  will 
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be  increasing  in  ma^itude  and  importance  during  the  next  six 
years,  while  at  the  same  time  that  of  the  State  department  in 
respect  to  construction  will  be  deereasiDg.  The  county  will  also 
have  a  problem  of  maintenance  of  its  improved  highways  equal 
in  importance  to  that  of  the  State.  There  are  sound  grounds  for 
considering  the  county  an  a  logical  unit  of  highway  administration 
in  the  matter  of  maintenance. 

At  present  in  certain  counties  the  State  Highway  Department 
and  the  county  maintain  and  operate  maintenance  forces  and  equip- 
ment side  by  side.  This  results  in  a  duplication  of  plant  and  fre- 
tjuently  of  force  that  is  fundamentally  unsound  and  uneamomic. 
The  centralization  of  responsibility  for  the  maintenance  of  all 
public  highways  within  a  county  in  the  county  government  would 
introduce  flexibility  in  the  handling  of  the  work  and  should  enable 
effecting  substantial  economies  in  its  cost. 

All  this  simply  emph^izes  the  importance  of  a  strong  county 
highway  administrative  oi^anization  and  a  sound  policy  for 
handling  the  work.  Ultimately,  a  decision  with  respect  to  this 
matter  must  be  reached  by  the  State.  Experience  has  demonstrated 
the  desirability  of  centralizing  in  the  State  government  broad 
powers  with  respect  to  highway  matters.  Even  if  the  counties 
should  be  held  responsible  for  the  actual  execution  and  maintenance 
'work,  there  would  be  advantages  in  retaining  a  State  control.  At 
the  same  time  there  are  equally  sound  arguments  for  the  State 
delegating  to  the  various  county  governments  substantial  responsi- 
bility for  the  execution  of  highway  maintenance  work, 

Sugfgestion  of  the  Oommittee 

On  the  basis  of  these  facts  and  the  testimony  heard  l;iy  the  Com- 
mittee from  all  sections  of  the  State,  it  is  clear  that  the  present 
system  and  methods  of  handling  the  highway  work  of  the  State 
have  been  thoroughly  outgrown.  The  old  methods  of  handling 
highways  are  no  longer  adequate  because  the  highway  problem  is 
entirely  different  now  from  what  it  was  before  the  days  of  the 
automobile,  the  truck  and  the  development  of  highway  transport. 
The  growth  of  the  population  of  the  State  and  the  centralization 
of  population  in  the  cities  and  larger  villages  have  in  themselves 
ehai^d  the  highway  problem  of  the  State.  While  this  Committee 
is  of  course  an  advocate  of  good  roads,  its  primary  interest  is  in 
establishment  of  an  economical  and  businesslike  system  for  con- 
structing and  keeping  up  good  roads. 

The*  first  step  in  setting  up  such  a  system  appears  to  be  the 
development  of  a  strong  authority  in  each  county  responsible  for 
administrative  control  over  all  road  work.  This  can  be  worked  out 
without  a  constitutional  amendment  provided  the  town  road  super- 
intendents are  made  appointive  and  are  placed  more  directly  under 
the  county  superintendent  than  is  now  the  case.  The  adoption  of 
the  county  as  the  unit  would  make  possible  the  complete  elimination 
of  duplication  in  labor  and  equipment  and  the  development  of  a 
sound  policjr  with  regard  to  the  purchase  and  maintenance  of  road 
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macliitiery  and  other  equipment.  The  direct  econwny  resulting 
from  such  a  policy  would  be  very  large. 

Bridges  should  be  considered  as  parts  of  the  highways  they  serve 
and  should  be  so  financed.  The  present  practice  of  throwing;  this 
burden  on  the  towns  is  a  relic  of  the  dark  ages  in  highway 
construction. 

The.  provisions  of  the  Highway  Law  with  regard  to  the  weights 
of  vehicles  should  be  revised  so  that  they  may  be  consistent  as  well 
as  reasonable.  Adequate  penalties  shotdd  be  established  for  the 
violation  of  such  provisions. 

Finally  the  methods  for  the  distribution  of  highway  moiyeys 
should  be  revised.  The  distribution  of  funds  on  the  basis  o£  mileage 
or  population  or  assessed  valuation  alone  is  not  sci^itific.  Traffic 
needs  should  be  given  at  least  as  much  consideration  as  these  other 
factors. 
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CHAPTER  VII— FINANCIAL  PLANNING  AND  CONTROL 

A  — IN  OOUNTIZS 

Outside  of  Erie  county  which  ia  operating  under  a  form  of 
goyemment  based  partly  on  mandatory  general  legislation,  partly 
on  permissiTe  general  legislation,  and  partly  on  mandatory  special 
legislation,  one  might  almost  sum  up  the  situation  in  the  six 
counties  studied  by  saying  there  is  no  financial  planning  or  control. 
Wherever  there  is  a  partial  introduction  of  systematic  planning, 
it  is  genially  due  to  the  infiaence  of  one  official  who  has  assumed 
or  been  granted  extra-statutory  authority.  The  general  statutes 
themselves,  while  they  do  not  in  all  cases  expressly  prohibit  the 
introduction  of  modem  methods  into  the  business  of  government, 
do  littlo  either  to  facilitate  or  to  compel  it. 

1.  —  Erie  Ooonty 
Budget 

There  can  be  no  planning  and  control  without  an  adequate 
budget.  In  spite  of  this  only  Erie  county,  among  the  six  counties 
studied,  has  a  real  budget. 

In  Erie  county  the  system  is  as  follows:  An  annual  budget  is 
adopted  prior  to  the  beginning  of  the  fiscal  year  to  which  it  applies. 
Detailed  and  itemized  requests  are  first  submitted  by  deparbnent 
heads  on  forms  distributed  by  the  auditor.  These  requests  show 
the  amounts  appropriated  for  the  current  fiscal  year,  the  amount 
requested  in  the  new  budget,  and  a  third  column  is  provided  in 
which  the  finance  committee  may  set  down  the  amount  allowed. 

The  following  types  of  forms  are  used: 

A  —  Personal  Service 

On  this  form  each  department  head  lists  the  civil  service 
classification  and  the  date  of  appointment  of  every  employee 
in  his  department  showing  the  present  salary  and  the  salary 
requested  under  the  new  budget. 

S  —  Equipment  —  Other  than  Replacement 

This  form  is  used  for  listing  current  appropriations  in  each 
department  for  typewriters,  decks,  maps,  law  books,  autos, 
livestock,  etc.,  and  the  amount  requested  for  each  in  the  new 
budget. 

C  —  Supplies  and  Materials 

This  form  is  filled  out  by  all  department  heads  using  food- 
stuffs, manufacturing,  laundry,  electrical,  toilet  or  an^agous 
supplies;  grain  or  feed,  coal,  medicine  and  other  materials. 
U87]  .  , 
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D  —  Expense 

Office  supplies,  such  as  stationery,  towel  service,  ice,  postage, 
telephones,  the  expense  of  maintenance  of  equipment,  such  as 
auto  repairs,  horseshoeing,  etc. ;  costs  of  printing  and  adver- 
tising; and  miscellaneous  expenditures  including  transporta- 
'  tion  of  prisoners,  removing  refuse,  insurance  and  a  namber  of 
other  items  listed  on  this  form. 

E  —  Special  Court  Expenses 

This  form  is  used  for  itemizing  current  appropriations  and 
budget  requests  for  pay  of  jurors,  court  orders,  meals  for 
jurors,  advertising  court  terms,  etc. 

Each  of  these  forms  has  a  special  colamn  for  remarks  to  be  filled 
in  by  the  department  head  in  explanation  of  any  increase  in  the 
number  or  salary  of  employees  requested ;  and  additions  reqaeeted 
in  equipment,  etc.  Not  infrequently  a  department  head  may  attach 
to  the  form  a  fuller  argument  in  support  of  increased  or  decreased 
appropriation,  as  the  case  may  be,  than  the  remarks  column  pro- 
vides space  for. 

These  departmental  budget  requests  are  combined  and  tabulated 
in  the  auditor's  office  and  then  go  to  the  finance  committee  of  the 
board  of  supervisors,  who,  when  necessary"  call  up  department 
heads  for  consultation  or  further  information  before  deciding  on 
the  amounts  to  be  appropriated  for  the  succeeding  year.  The 
auditor's  ofiBee  on  the  basis  of  information  contained  on  the  books, 
prepares  also  and  lays  before  the  committee  tabulations  of  all  rev- 
enues other  than  taxes  which  have  accrued  during  the  current 
year,  and  estimates  the  probable  receipts  from  those  sources  during 
the  coming  year.  The  auditor  also  proposes  an  amount  based  on 
past  experience  to  be  appropriated  for  contingencies  —  that  is,  for 
expenditures  not  foreseen  or  forseeable  at  the  time  the  budget  is 
made. 

The  final  budget,  when  submitted  to  the  board  of  supervisora, 
contains  itemized  summaries  of  the  appropriations  recommended 
for  each  department  under  the  heads  of  salaries,  equipment, 
materials  and  supplies,  expense  and  special  court  expense ;  and  an 
itemized  list  of  estimated  revenues  other  than  taxes.  This  is  accom- 
panied by  recapitulation  which  shows  by  departments,  the  ap- 
propriations during  the  current  year,  the  amounts  recommended 
by  the  committee  for  the  new  budget,  and  the  increase  or  decrease 
in  each  item  over  the  previous  year.  From  the  total  appropriations 
recommended  for  county  purposes,  a  deduction  is  made  for  the 
estimated  income  from  revenues  other  than  taxes.  This  sum  is  then 
increased  by  the  amounts  necessary  for  State  taxes  in  order  to 
arrive  at  the  total  amount  to  be  raised  by  taxes  under  the  proposed 
budget  for  the  coming  fiscal  year.  Final  action  is  taken  by  the 
board  of  supervisors  as  a  whole  on  the  basis  of  the  finance  com- 
mittee's report. 
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The  weakest  point  in  the  Erie  budgfet  system  is  that  sarplos 
revenues  are  not  taken  into  account  in  arriving  at  the  amounts  to 
be  raised  by  taxation.  That  leaves  the  reenlts  of  economies  in 
operation  daring  prior  years  or  the  surpluses  resulting  from  und^- 
estimates  in  revenues  other  than  taxes  out  of  consideration  in  draw- 
ing the  budget,  and  results  in  a  slightly  higher  tax  rate  than  -would 
otli«T?ise  be  necessary.  The  worst  feature  of  the  plan,  however, 
is  that  it  makes  available  what  amounts  practically  to  a  hidden  con- 
tingent fund  not  provided  for  in  the  bn<^et  proper.  In  1921,  for 
instance,  $100,000  was  traimferred  from  this  extra-budgetary 
available  surplus  to  the  contingent  fund,  and  became  available  for 
supplementary  appropriations  by  the  board  of  supervisors  during 
the  course  of  the  year.  To  the  extent  that  such  practice  is  resorted 
to,  the  budget  adopted  prior  to  the  begiuning  of  the  fiscal  year 
ceases  to  be  a  true  budget.  Furthermore,  its  psychological  effect  on 
the  attitude  of  department  heads  cannot  help  but  be  bad.  It  may 
easily  result  in  careless  estimates  or  deliberate  under-estimates  by 
responsible  ofScials  at  the  time  budget  requests  are  submitted,  or 
else  in  carelessness  in  expenditures  during  the  early  months  of  the 
fiscal  year,  because  the  hope  and  the  possibility  of  obtaining  sup- 
plemental appropriations  later  in  the  year  out  of  revenues  not 
listed  in  the  budget  wUl  tend  to  break  down  a  proper  respect  for 
the  budget  itself  as  a  definitive  and  final  controlling  document. 

Andit 

The  county  auditor  exercises  complete  power  of  audit  over  all 
revenues  of,  and  all  claims  against,  the  county.  In  addition  to  the 
ataflf  necessary  for  purposes  of  record,  the  office  employs  an  investi- 
gator to  look  into  purchases  as  r^ards  the  quantities  and  quality 
of  goods  delivered  and  to  make  periodical  checks  of  departmental 
payroUa.  The  total  annual  expenditures  of  the  office  for  personnel 
amount  to  $17,200  with  additional  expenditures  of  about  $2,300 
for  other  expenses. 

An  account  is  set  up  not  only  for  each  separate  item  in  the 
budget,  but  a  separate  account  is  kept,  in  the  ease  of  county  auto- 
mobiles, for  instance,  for  every  car  showing  in  detail  all  expendi- 
tures for  repairs,  oil  and  gas,  etc. 

A  check  is  kept  on  inventories  of  supplies  in  county  institutions 
and  in  the  hands  of  the  purchasing  agent,  on  the  revolving  fund 
in  the  hands  of  the  purchasing  agent,  and  on  the  smaller  petty  cash 
funds  for  minor  supplies  in  the  hands  of  executives.  Every  insti- 
tution or  oi^anization  which  receives  aid  from  the  county  is  audited 
from  time  to  time.  The  county  treasurer  is  required  to  submit 
daily  statements  of  all  bank  balances,  and  every  depository  in 
which  county  funds  or  other  funds  for  which  the  county  is 
responsible  are  deposited  must  render  a  weekly  statement  of  bal- 
ances. The  books  of  every  receiving  or  disbursing  officer  of  the 
county  are  subjected  to  periodical  audit. 

After  claims  against  the  county,  except  payrolls,  have  been 
audited,  a  list  of  the  claims  numbered  serially  is  submitted  to  the 
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board  of  supervisors  at  its  next  weekly  meetii^.  Unless  the  rales 
are  suspended  in  order  to  take  advantage  of  discounts  or  for  other 
reasons,  the  bills  are  approved  by  the  board  after  one  week.  Then 
the  elerk  of  the  board  of  supervisors  draws  a  warrant  which  he 
numbers  according  to  serial  number  of  the  claim ;  the  ehairtnan  of 
the  board  countersigns  it,  and  the  warrant  then  goes  to  the  auditor 
for  his  countersignature  after  a  final  checking  against  the  list  of 
approved  claims.  The  clerk  of  the  board  retains  a  stub  for  his 
record,  and  the  auditor  gets  a  stub  receipt  from  the  payee  -when 
the  warrant  is  delivered.  The  treasurer  gets  a  list  of  all  claims 
approved  f^ainst  which  he  checks  the  warrant  when  it  is  presented 
for  payment. 

The  control  over  payrolls  is  not  quite  so  complete  at  every  step 
as  in  the  case  of  other  claims  against  the  county.  One  check  is 
drawn  in  favor  of  the  department  head  for  all  the  longer  payrolls. 
The  department  head  pays  his  employees  and  retains  an  office  pay- 
roll containing  the  name  and  home  address  of  every  employee. 
The  employees  are  required  to  sign  this  roll  when  they  are  paid. 
Before  any  check  is  drawn  to  any  department  head  under  this 
plan,  he  must  present  a  certified  statement  containing  the  name, 
the  occupation,  the  time,  and  the  rate  of  every  employee  in  his 
department.  This  is  checked  by  the  auditor  against  lists  of  depart* 
mental  employees.  Further  checks  of  the  office  pa37oUs  in  the 
departments  are  made  from  time  to  time  by  the  special  investigator 
in  order  to  guard  against  payroll  padding.  This  portion  of  the 
work  is  open  to  the  criticism  that  it  is  a  post-audit  rather  than  a 
pre-audit. 

Purchasiiig 

Chapter  167  of  the  Laws  of  1917,  a  mandatory  special  act  for 
Erie  county,  provides  for  the  appointment  of  a  purchasing  agent, 
who  "shall  make  all  purchases  of  supplies  and  all  contracts  for  the 
same  for  the  county,  the  board  of  supervisors  or  any  county  depart- 
ment, office,  official  building  or  institution,  other  than  primary  or 
election  supplies."  The  act  was  so  drawn  as  to  leave  room  for  the 
exercise  of  discretion  on  the  part  of  the  board  and  the  purchasing 
agent  as  to  the  exact  manner  in  which  these  duties  should  be 
carried  out. 

The  purchasing  agent  and  his  staff  cost  the  county  about  $16,700 
per  annum.  Expenses,  including  truck  maintenance,  amount  to 
about  $4,700,  and  the  rent  and  maintenance  of  the  warehouse  build- 
.  ing  aggregate  about  $2,500  more.  The  funds  spent  on  central 
purchasing  have  proved  to  be  a  good  investment  for  the  county  and 
have  been  returned  to  the  treasury  many  times  over  in  economies. 

The  entire  system  of  purchasing  is  modeled  on  modem  lines  with 
an  adequate  set  of  requisitions,  purchase  orders,  specifications  for 
bids,  and  stock  ledgers  designed  to  efl^ect  complete  control  over 
consumption.  The  substantial  revolving  fund  and  a  roomy  ware- 
house make  it  possible  for  the  purchasing  agent  to  buy  his  standard 
supplies  in  large  quantities  when  the  market  is  most  favorable. 
Department  heads  draw  on  this  reservoir  for  supplies  as  they  Deed 
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them  with  less  trouble  than  it  would  cost  them  to  make  the  par- 
chase  direct,  aud  the  county  has  the  benefit  of  the  savings  resulting 
from  quantity  purchasing,  and  from  control  over  ioventories. 

The  purchasing  agent  receives  periodical  reports  from  the  county 
auditor  showing  in  itemized  form  the  unexpended  balances  of 
budget  appropriations  which  remain  to  the  credit  of  the  several 
ilepartment  heads,  and  no  requisition  for  supplies  is  honored  when 
the  amount  would  exceed  the  unexpended  departmental  balance 
under  the  item  in  question.  The  one  loop  hole  which  is  left  now 
which  might  under  certain  circumstances  permit  over-expenditure 
is  that  neither  in  the  auditor's  oSice  nor  in  the  purchasing  agent's 
ofBce  are  the  accounts  charged  with  the  purchase  orders  for  goods 
not  yet  delivered.  Both  departments  realize  the  existence  of  this 
loop  hole  and  guard  it  carefully,  but  the  procedure  might  be  made 
proof  against  error  if  the  face  value  of  each  purchase  order  or 
warehouse  order,  as  soon  as  issued,  were  charged  by  the  auditor  to 
the  appropriation  instead  of  waiting  until  the  goods  have  been 
delivered. 

The  Committee  was  very  favorably  impressed  by  the  Erie  county 
purchasing  system  and  suggests  that  any  counties  proceeding  to 
set  up  central  purchasing  examine  Erie  county  with  care. 

2  —  Other  Counties 
In  none  of  the  other  counties  studied  was  there  a  complete 
budget,  even  for  current  expenditures,  a  complete  audit  of  all 
financial  transactions,  or  completely  centralized  purchasing. 

Budgets 

On  the  basis  of  appropriations  for  1922  in  the  five  counties 
under  consideration,  the  following  table  has  been  built  up  showing 
the  percentages  of  the  total  appropriations  which  were  required 
for  the  purpose  of  paying  unpaid  bills  standing  over  from  1921, 
and  for  retiring  temporary  loans  or  certificates  of  indebtedness 
which  had  been  issued  for  current  expenditures  in  1921  in  antici- 
pation of  1922  taxes : 

TABLE  No.  26 
Unpaid  BiU»  and  Temporary  Dd>t  in  SeUetei  CounUtt 


COTOTT 

Percentage  of  total 

1922.  dedicted 
to  payment  of 
claims  tor  1921 

PerceiStage  of  total 
appropriation  for 

retirsment  of 
tempuraiy  debt 

Total  p«- 
centageof 
1922  appro^ 
priatioiu  for 
1921   eipen- 
diture 

39.1 
7.7 
8.4 
13 

10.2 

39.1 
27.3 
46.1 
155 
42.5 

19.9 
37.7 
U,2 
32.3 
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Of  the  five  comities,  Bteuben  comes  nearest  to  having  a  real 
budget.  The  chairman  of  the  Committee  on  Appropriations  in 
that  county  interviews  all  department  heads,  and  on  the  basis  of 
conferences  with  them  and  on  lump  sum  totals  of  appropriations 
for  the  preceding  year,  arrives  at  estimates  for  the  following  year. 
All  bills  are  paid  immediately  after  audit  out  of  funds  appro- 
priated in  advance,  with  tiie  exception  of  certain  election 
expenses,  and  the  expenses  of  maintaining  county  eharges  in 
institutions  outside  the  county.  For  these  purposes  appropria- 
tions are  made  in  the  following  year's  tax  levy.  The  temporary 
loans  payable  out  of  the  following  year's  taxes  are,  in  the  main, 
for  county  highways,  only  $5,075  or  1.3  per  cent  of  the  total 
expenditures  being  for  a  certificate  of  indebtedness  issued  to  cover 
an  under-estimate  in  the  preceding  budget  on  one  appropriation 
it«m. 

Albany  goes  to  the  other  extreme  and  makes  no  estimates  in 
advance  for  materials  and  supplies  or  contractual  services,  except 
for  the  maintenance  of  the  eoiirt  house,  almshouse,  penitentiary, 
etc.,  for  which  purpwes  nnitemized  amounts  are  appropriated. 
Bills  for  supplies  or  contractual  services  incurred  in  other  depart- 
ments during  the  last  two  or  three  months  of  any  calendar  year 
cannot  be  paid  until  funds  become  available  some  time  after  the 
beginning  of  the  second  year  following.  Many  of  the  items  car- 
ried over  under  this  plan  involve  sums  of  less  than  one  dollar. 
There  is  no  occasion  in  Albany  county  for  the  isauance  of  tem- 
porary notes  in  anticipation  of  the  following  year's  taxes,  because 
there  seems  to  be  no  set  time  for  the  payment  of  audited  claims. 
Bills  which  have  passed  the  audit  committee  are  pud  when  funds 
become  available  in  the  following  year  out  of  taxes  levied  for  the 
purpose  of  paying  the  claims  due. 

Audit 

In  Steuben  county,  the  clerk  of  the  board  of  supervisors  is 
authorized  to  audit  daims  for  expenses  filed  by  members  of  the 
board  of  managers  of  the  county  tuberculosis  sanitorium.  These 
amounted  to  less  than  $900  in  1931.  In  Jefferson  county,  an 
auditor  and  purchasing  agent  appointed  by  the  board  of  super- 
visors audits  claims  for  supplies  against  the  county,  except  those 
arising  in  connection  with  the  work  of  the  county  superintendent 
of  poor.  In  Albany  county,  the  treasurer  is  authorized  to  pay 
^rtain  fixed  charges  against  county  buildings  (such  as  light  and 
telephone  bills,  for  instance)  in  advance  of  audit.  AU  other 
claims,  except  those  for  salaries  and  wages  of  permanent 
employees  in  the  counties  of  Albany,  Franklin,  Jefferson,  Steu- 
ben and  Sullivan,  are  audited  by  special  comnuttees  of  the  board 
of  supervisors.  In  Jefferson,  Steuben  and  Sullivan  these  audits 
are  approved  by  the  board  as  a  whole  at  regular  quarterly  meet- 
ings before  the  claims  can  be  paid.  In  Albany,  the  audits  are 
approved  at  the  annual  meeting.    In  Franklin,  the  so-called  pur- 
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fthaftiwg  committee  has  power  of  final  audit  and  meets  monthly 
for  the  purpose  of  discbarg^g  this  function. 

In  all  the  five  eoonties,  conunittees  of  the  board  also  examine 
the  accounts  of  receiving  and  disbtirsing  officers.  The  examina- 
tion is,  as  a  rule,  cursory  and  perfunctory,  as  is  proven  by  the 
fact  that  shortages  running  over  a  considerable  period  of  years 
are  sometimes  discovered  in  spite  of  the  fact  that  supervisors' 
conunittees  have  annually  approved  the  accounts  of  the  ofScials 
in  whose  offices  the  shortages  occur.  As  the  financial  operations  of 
goverzunental  units  increase  in  volume  and  complexity,  it  becomes 
increasLDgly  difficult  for  committees  from  a  legislative  body,  who 
can  devote  only  a  few  days  in  each  year  to  the  duty,  to  analyze 
and  check  all  the  details  of  those  operations. 

Auditing  control  is  for  the  purpoBe  of  ascertaining  whether  all 
revenues  which  accrue  to  the  government  have  been  collected  and 
deposited  promptly  to  the  credit  of  the  government,  or  otherwise 
accounted  for,  and  whether  all  expenditures  are  in  accordance 
with  legal  authorization  and  the  terms  of  the  business  agreements 
under  which  they  "are  made.  The.  discharge  of  this  function 
should  be  continuous  rather  than  periodic. 

In  this  sense  of  the  term  there  is  at  present  no  complete  audit- 
ing control  over  either  receipts  or  expenditures  in  any  of  the  five 
connties  under  consideration  except  in  the  few  instances  cited, 
where  the  authority  to  exercise  the  function  has  been  delegated 
in  narrow  fields  to  full-time  administrative  officera 

PnrohuiBf 

In  Albany,  Franklin  and  Snllivao  counties,  there  has  hitherto 
been  no  attempt  at  centralized  purchasing.  Albany  county,  since 
the  first  of  the  year,  has  adopted  a  plan  for  centralized  purchas- 
ing of  office  supplies  by  the  clerk  of  the  board  of  supervisors. 
OUierwise,  every  department  head  in  the  three  counties  buys  his 
supplies  and  enters  into  agreements  for  all  but  major  contractual 
services  when,  where  and  as  the  need  arises  or  his  judgment  or 
interest  dictates. 

In  Jefferson  county,  the  combined  auditor  and  purchasing 
agent,  who  receives  $1,000  a  year  purchases  practically  all  sup- 
plies except  for  the  commissioners  of  elections  and  for  the  county 
superintendent  of  poor.  His  purchases  aggregated  $71,000  in 
1921. 

In  Steuben  coimty  the  clerk  of  the  board  of  supervisors  dis- 
charges the  functions  of  purchasing  agent  within  a  limited  field. 
He  controls  all  office  supplies  and  minor  contractual  services  for 
county  offices  Including  paper,  telephones,  light,  fuel,  insurance 
and  minor  repairs.  The  total  of  his  transactions  in  1921  aggre- 
gated $16,281.68.  Purchases  for  the  jail,  highway  department 
and  county  institutions  are  made  by  the  respective  department 
heads.  Repairs  and  alterations  in  county  buildings  are  handled 
by  a  Committee  of  the  board. 
7 
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3  —  HnTninuTy 

In  Erie  county  there  is  an  adequate  budget  under  which  appro- 
priations for  the  flseai  year  are  made  in  advance;  an  adeqnatr 
auditing  control  over  revenues  and  expenditures  exercised  by  <t 
full-time  staff;  a  completely  centralized  system  of  purchasing. 

In  Steuben  county  there  is  practically  a  complete  sj-stem  nf 
appropriations  in  advance,  except  for  certain  minor  items  and  for 
highway  purposes;  no  audit  over  either  expenditures  or  revenue-* 
except  by  committees;  and  centralized  purchasing  by  the  elert 
of  the  board  of  supervisors  of  about  25  per  cent  or  less  of  the  total 
materials  required  in  the  conduct  of  county  business. 

In  Jefferson  county  there  is  no  complete  budget  of  appropria- 
tions in  advance  of  expenditure;  but  there  is  centralized  purchas- 
ing of  materials  to  the  extent  of  about  60  per  cent  of  the  county's 
annual  requirements,  and  an  audit  of  the  expenditures  for  pur- 
chases by  the  same  official  who  makes  the  purchases. 

In  Albany,  Franklin  and  Sullivan,  there  is  no  budget  in  the 
true  sense  of  that  word ;  no  centralized  purchasing ;  and  nn 
auditing  control  over  either  expenditures  or  receipts  except  by 
committees  of  the  board. 

In  short,  only  one  of  the  six  counties  studied  has  kept  abreasi 
of  the  movement  toward  financial  planning  and  control  which  ha-< 
exercised  such  a  profound  influence  on  the  majority  of  the  cit'rr* 
in  the  State  during  the  past  decade.  In  two  others,  the  movf- 
ment  has  made  itself  felt,  but  has  not  yet  accomplished  all  its 
objects.  In  the  other  three  counties  —  two  of  which  have 
obtained  much  special  legislation  — county  government  in  so  far 
as  planning  and  control  are  concerned  is  operating  practically 
under  the  methods  of  a  hundred  years  ago. 

B  — IN  TOWNS 
Oeneral  Conditioiis 

Under  the  provisions  of  article  Vl-a  of  the  Town  Law,  any 
town  with  a  population  of  more  than  5,000,  and  assessed  valuer 
in  excess  of  $5,000,000,  may  adopt  a  budget  system.  The  great 
majority  of  towns  in  the  State  are  not  eligible  to  avail  themselves 
of  this  right,  and  not  all  those  who  are  eligible  have  eierciseti 
their  rights.  The  overwhelming  majority  of  the  towns  in  the 
State  consequently  have  no  budget  system. 

Id  many  towns,  no  appropriation  is  made  in  advance  except 
for  temporary  relief  of  the  poor  and  for  highway  funds  under 
sections  90  and  91  of  the  Highway  Law,  All  other  appropria- 
tions included  in  the  tax  levy  are  for  audited  claims  a^fainst  the 
town  for  supplies,  materials  and  personal  services.  In  some  ca»'s 
the  amounts  levied  for  outstanding  claims  represent  more  than 
three-quarters  of  the  total  levy.  In  short,  the  majority  of  thi> 
tonus  employ  the  greater  part  of  any  given  tax  levy  for  the  pur- 
pose of  paying  the  cost  of  government  of  the  preceding  year. 
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Audits  are  made  annually  by  the  town  board,  or  by  an  elected 
board  of  town  auditors.  In  case  tbe  town  haa  a  population  of 
4,000  or  more,  audits  may  be  made  quarterly. 

That  a  system  of  central  purchasing  would  be  an  anachronism 
in  the  town  government  as  at  present  constituted  goes  without 
saying. 

A  Town  with  a  Budget 

An  example  of  a  town  with  a  budget  is  the  town  of  Harrison 
in  'Westchester  county.  In  1921  the  town  went  over  to  the  budget 
system.  The  budget  for  the  comii^  year  is  adopted  in  advance. 
The  estimates  of  expenditures  are  made  up  after  conference  with 
the  various  spending  authorities.  The  estimate  forms  show  in 
parallel  columns  the  previous  appropriations  and  expenditures 
as  well  as  the  allowances  to  be  made.  At  the  time  of  the  installa- 
tion of  the  budget  system,  field  agents  from  the  bureau  of 
municipal  accounts  made  an  audit  of  the  town  finances,  set  up  a 
new  system  of  control  accounts  in  harmony  with  the  budget  clas- 
si6cation,  and  aided  in  drawing  up  the  first  budget.  The  activi- 
ties of  the  State  bureau  of  municipal  accounts  in  this  direction 
are  to  be  commended. 

A  unique  feature  of  the  budget  procedure  in  the  town  of  Har- 
rison, which  the  committee  wishes  particularly  to  commend,  is 
the  Committee  on  Finance  which  passes  on  the  requests  of  the 
various  ofBcers  for  appropriations  and  makes  recommendations 
to  the  town  board  on  financial  matters  before  final  action  is  taken. 
This  committee  is  composed  of  the  supervisor,  the  town  clerk  and 
a  number  of  unofficial  citizens,  including  men  of  unusual  ability 
and  experience  in  business  —  men  of  the  type  who  generally  take 
no  active  interest  in  town  government.  It  was  stated  to  repre- 
sentatives of  the  committee  that  the  introduction  of  the  budget 
system  and  of  the  Committee  on  Finance  had  resulted  in  lower- 
ing by  many  thousands  of  dollars  the  appropriations  for  the 
coming  year  and  in  a  decrease  of  the  local  tax  rate. 


0  —  IN  VILLAGES 
Budget 

Sections  101,  101-a  and  102  of  the  Village  Law  provide  the 
ground  work  for  the  system  of  financial  planning  in  villages.  Ten 
days  before  the  annual  election  under  the  provisions  of  thCKe  sec- 
tions, the  trustees  are  required  to  estimate  what  sums  are  neces- 
sary to  be  raised  by  taxes  for  each  of  the  eight  or  more  separate 
funds  established  by  law.  This  estimate,  together  with  the  treas- 
urer's annual  report,  must  be  published  at  least  one  week  prior 
to  the  election.  On  this  foundation  it  might  be  possible  to  erect 
an  adequate  budget  system,  were  it  not  for  the  fact  that  section  89 
gives  the  board  of  trustees  control  over  the  finances  of  the  village 
only  in  so  far  as  they  are  not  "under  the  jurisdiction  of  the  board 
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of  health,  fire,  water,  light,  sewer  or  cemetery  commissioners,  or   ' 
other  boards  of  ofBcers  of  the  village." 

Under  the  law  as  it  stands,  it  is  not  surprising  that  many  villagcw 
are  nmning  along,  as  most  of  the  towns  are,  paying  last  year's 
bills  out  of  this  year's  taxes.  In  some  cases,  the  situation  is  such 
that  they  are  forced  to  pay  unpaid  bills  and  claims  accumulated 
during  a  term  of  years,  out  of  the  proceeds  of  certificates  of  in- 
debtedness which  are  to  be  retired  out  of  future  tax  levies.  In 
one  of  the  villages  visited,  an  election  had  just  been  held  on  the 
question:     "Shall   the  sum   of  $11,285.84   be   appropriated   and 

raised upon  a  certificate  of  indebtedness  for  the  purpose 

of  paying  the  following  accounts  outstanding  against  the  village." 
A  list  of  fifty-four  items  followed  on  the  ballot,  ranging  in  amonnt 
from  one  dollar  to  more  than  $5,000.  The  lai^est  item  listed  win 
an  overdraft  on  a  local  bank  which  had  been  incurred  during  a 
previous  administration.  The  proposition  was  carried  by  four 
votes.  What  would  have  happened  had  it  been  defeated  is  an  inter- 
esrting  Bpeculation,  The  claims  amounted  to  about  one-fifth  of  the 
normal  tax  levy  in  that  village. 

Audit 

The  board  of  trustees  is  required  to  audit  all  bills  and  accounts 
against  the  village,  or  else,  by  ordinanee,  to  delegate  the  resfKinsi- 
bility  for  the  audit  of  claims  arising  in  connection  with  the  woii 
of  the  several  administrative  boards  to  the  boards  themselves.  No 
bill  shall  be  audited  unless  it  is  itemized  and  accompanied  by  an 
aflBdavit  from  the  claimant  that  the  bill  is  correct,  that  the  services 
or  materials  listed  therein  have  been  rendered  or  delivered  to  the 
village,  and  that  no  part  has  been  paid  previously.  No  bill  shall 
be  paid  by  the  treasurer  except  on  order  of  the  board  of  trustees 
or  of  the  administrative  boards. 

As  the  trustees  and  members  of  the  several  boards  serve  in  most 
eases  without  pay,  they  can  not  afford  to  devote  any  very  great 
amount  of  time  to  the  work  of  auditing  claims.  Furthermore, 
there  seems  te  be  little  or  no  provision  for  a  complete  audit  of  the 
village  affairs  as  a  whole.  Beyond  a  perfunctory  examination  of 
bills,  to  see  that  the  afBdavits  are  attached  and  that  there  are  do 
errors  in  footings,  it  is  probable  that  nine-t«nths  of  the  villages 
have  nothing  even  approaching  auditing  control. 

In  the  normal  decentralized  village  government,  central  purchas- 
ing would,  of  course,  be  out  of  the  question. 

D  — UNI70SM  DEBT  LAWS 

In  order  to  make  an  adequate  report  on  this  subject,  it  would 
have  been  necessary  for  the  Committee  to  concentrate  practically 
all  its  efforts  on  this  section  of  the  report  alone.  The  law  govem- 
ing  municipal  debts  is  to  be  found  in  the  Constitution,  the  General 
City  Law,  the  General  Municipal  Law,  the  Second-class  Cities 
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lia'w,  the  County  Law,  the  Village  Law,  the  Town  Law,  the  Edu- 
cation Law,  the  charters  of  cities  asd  in  special  acts.  Nowhere  in 
this  mass  of  law  is  there  a  clear  general  statement  relating  to 
counties,  towns  and  villages,  as  to  what  items  shall  be  included  in 
the  term  "gross  debt;"  what  deductions  are  to  be  made  in  order 
to  arrive  at  the  "net  debt,"  The  procedure  in  the  issuAnce  of 
many  bonds  is  not  clearly  defined;  no  limits  are  established  for 
certain  types  of  bonded  indebtedness ;  the  life  of  the  bonds  is  not 
adequately  eovrelated  in  some  instances  with  the  probable  life  of 
the  improvements  for  which  the  bonds  are  issued. 

Furthermore,  neither  in  the  statistics  published  by  the  Bureau 
of  Municipal  Accounts  nor  in  those  issued  by  the  Tax  Commission, 
is  any  attempt  made  to  estimate  the  percentage  of  assessed  values 
of  real  estate  represented  by  the  net  debt  outstanding  in  the  cities, 
counties,  villages  and  towns  of  the  State.  Instances  are  not  un- 
known of  towns  which  have  kept  no  record  of  the  bonds  issued, 
the  amounts  outstanding,  or  the  holders  of  the  bonds.  School  debts 
in  common  school  districts  are  not  included  in  the  debt  figures 
published  by  the  Tax  Commission  and  Comptroller.  The  last 
figures  available  in  published  form  for  debts  of  this  type  are  to 
be  found  in  the  1917  report  of  the  State  Education  Department. 

As  a  result  of  these  conditions,  it  is  possible  for  the  Committee 
to  do  little  more  than  point  out  the  chaotic  condition  of  existing 
debt  laws,  and  the  need  for  a  careful  and  detailed  study  with  a  view 
to  adopting  a  general  municipal  debt  law. 

It  had  been  the  original  intention  of  the  Committee  to  submit  in 
tabular  form  a  digest  of  the  outstanding  features  of  the  general 
laws  governii^  municipal  debt,  but  the  project  proved  impracti- 
cable. Even  in  the  case  of  the  cities,  where  the  law  has  begun 
to  approach  uniformity,  because  of  sections  included  in  the  General 
City  Law  and  the  General  Municipal  Law,  there  is  still  a  wide 
range  of  variation  in  the  powers  conferred  hj  general  and  special 
acts.  In  the  c^e  of  other  local  units  with  power  to  issue  bonds 
the  problem  is  hopelessly  confused. 

As  an  evidence  of  the  scope  of  the  problem,  it  is  only  necessarj' 
to  cite  section  21  of  the  General  Municipal  Law,  This  section 
was  amended  in  1918  to  permit  any  municipal  corporation  which 
had  been  authorized  or  required  to  issue  bonds  under  any  law 
prescribing  a  maximum  rate  of  interest,  to  issue  such  bonde  at 
any  rate  not  in  excess  of  the  legal  rate.  In  order  to  make  the 
remedial  features  of  the  law  available  for  every  unit  of  local 
government  authorized  to  issue  bonds,  the  section  includes  in 
its  definition  of  the  term  "municipal  corporation"  any  "city, 
county,  village,  town,  school  district,  sewer  district,  water  dis- 
trict, lighting  district  or  any  other  district  or  territory  author- 
ized by  law  to  issue  bonds."  In  short,  that  law  mentions  specifi- 
cally eight  types  of  local  governmental  units  which  have  power 
to  issue  bonds,  and  then  includes  a  catch-all  to  provide  for  "any 
other  district  or  territory"  which  may  have  been  granted  such 
power. 
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Debt  Limits 

Debt  limits  for  cities  and  counties  are  established  in  article 
VTII,  section  10,  of  the  Constitution  at  10  per  cent  of  the  assessed 
valae  of  real  estate  as  it  appeared  on  the  last  assessment  roll  for 
State  and  county  taxes.  Notes  issued  in  anticipation  of  the  col- 
lection of  current  taxes,  and  bonds  issued  to  provide  for  ^ater 
supply,  are  exempted  from  the  limit.  For  villages  a  similar  limit 
is  imposed  by  article  V,  section  130,  of  the  Village  Law. 

For  towns,  the  limit  of  indebtedness  is  to  be  found,  not  in  the 
Town  Law,  but  in  the  County  Law,  article  III,  sections  12  and  13, 
Subdivision  6  of  section  12  gives  the  board  of  supervisors  power 
"to  authorize  a  town  in'  their  county  to  borrow  money  for  town 
uses  and  purposes  on  its  credit,  and  issue  obligations,  therefor, 
when,  and  in  the  manner  authorized,  by  law." 

Section  13  provides  further  that  "an  issue  of  town  or  count}' 
obligations  shall  not  be  authorized  when  such  issue,  with  the 
amounts  issued  and  outstanding  under  any  previous  or  other 
authority,  shall  exceed  tea  per  centum  of  the  assessed  valuation 
of  the  real  estate  of  such  town  or  county,  as  it  shall  appear  on 
the  last  assessment  rolls  thereof,  except  that  in  towns  such  obli^- 
tions  may  be  issued  in  excess  of  such  amount  with  the  assent  of 
a  majority  of  the  electors  of  such  town  whose  credit  is  proposed 
to  be  given,  voting  on  the  question  at  a  regular  town  meeting  of 
such  town,  but  in  no  case  shall  the  amount  of  such  obligations, 
issued  and  outstanding,  exceed  one-third  the  assessed  valuation." 

One  would  assume  that  a  limit  of  331/;,  per  cent  of  the  assessed 
value  of  real  estate  was  quite  liberal  enough  for  all  purposes, 
but  the  section  proceeds  further  as  follows:  "This  section  shall 
not  include  any  case  where  special  authority  has  been  given  by 
the  legislature  to  issue  such  town  obligations  in  excess  of  the 
amounts  herein  authorized." 

For  the  common  school  districts,  special  districts  within  town.i. 
and  special  districts  created  by  action  of  the  board  of  supervisors 
within  counties,  legislative  enactments  seem  to  establish  no  debt 
limits  whatsoever.  A  report  of  the  Attorney -General  dated  June 
9,  1910,  however,  intimates  that  bonds  issued  by  towns  for  sewer 
districts  and  for  water  districts  "seem"  to  fall  within  the  10  per 
cent,  331/f  per  cent  or  higher  limit  established  for  towns  by  the 
section  just  quoted.  He  goes  on  to  say  that  "such  an  issue  will 
not  be  authorized  if  the  amount  thereof  with  the  other  obligations 
of  the  town  issued  and  outstanding  exceed  the  limitation  therein 
prescribed." 

Special  Problems  in  Overlapping  Units  of  Oovemment 

The  intricate  problem  of  distributing  bonding  power  among  the 
several  overlapping  units  with  independent  authority  to  issue 
bonds  has  nowhere  been  attacked. 

At  present,  the  combined  county  and  city  debt  for  all  purposes 
except  water  supply  might  pile  up  an  accumulated  burden  on 
the  city  real  estate  except  in  New  York  City  equal  to  one-fifth 
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of  its  value.  Outside  the  cities,  however,  the  problem  is  much 
more  complicated.  With  a  borrowing  power  of  10  per  cent  for 
the  county,  a  further  borrowing  power  of  331^^  per  cent  or  more 
for  a  town  within  the  county,  another  borrowing  power  of 
10  per  cent  for  a  village  within  the  town,  it  would  be  possible  to 
pile  up  an  a^regate  indebtedness  on  real  estate  within  the  vil- 
lage amounting  to  53^^  per  cent  of  the  assessed  value,  without 
exceeding  any  limit  established  by  law.  In  case  our  hypothetical 
Wlla^  happened  to  be  located  in  a  common  school  district,  any 
debt  outstanding  in  the  school  district  would  be  over  and  above 
the  531/^  per  cent  burden  already  piled  up  within  the  other  limits. 

Effect  on  Secnrity  of  Investments 

It  may  be  conceded  that  the  possibility  of  aueh  a  condition  of 
affairs  is  exceedingly  remote.  The  fact  remains  however  that,  as 
the  law  stands  at  present,  it  would  not  be  illegal  to  pile  up  a  debt 
burden  which  would  make  defaults  inevitable.  This  condition 
of  affairs  needs  correction. 

Under  the  terms  of  the  Banking  Law  (section  239)  and  the 
Personal  Property  Law  (section  21),  savings  banks  and  trustees 
may  invest  the  funds  in  their  custody  in  "the  stocks,  bonds, 
interest-bearing  obligations,  or  revenue  notes  sold  at  a  discount, 
of  any  city,  county,  town,  village,  school  district,  union  free  school 
district  or  poor  district  in  this  state,  provided  they  were  issued 
pursuant  to  law  and  that  the  faith  and  credit  of  the  municipality 
or  district  that  issued  them  are  pledged  for  their  payment," 

Savings  banks  and  trust  funds  are  also  permitted  to  invest  in 
"  bonds  and  mortgages  on  unencumbered  real  property  situated 
in  this  state  to  the  extent  of  aixty  per  centum  of  the  appraised 
value  thereof."  If  60  per  cent  of  the  appraised  value  is  the 
limit  of  safety  for  mortgages  on  unencumbered  real  estate,  cer- 
tainly a  533,^  per  cent  debt  limit  on  all  the  taxable  real  property 
in  a  village,  cumbered  or  unencumbered,  has  passed  far  beyond 
tbe  limits  of  safety. 

In  spite  of  the  rather  implicit  reliance  which  the  banking  laws 
place  in  the  soundness  of  New  York's  municipal  bonding  laws,  it 
is  interesting  to  note  that  they  draw  rigid  safeguards  around 
investments  in  bonds  issued  by  cities  in  other  States.  "If  the 
indditednesB  of  any  such  city,  together  with  the  indebtedness  of 
any  district  or  other  municipal  corporation  or  subdivision  except 
a  connty,  which  is  wholly  or  partly  within  the  bounds  or  limits  of 
such  city,  less  its  water  and  sinking  funds,  shall  exceed  seven  per 
centum  of  the  valuation  of  said  city  for  purposes  of  taxation,  its 
bonds  and  stocks  shall  thereafter  •  "  •  cea.se  to  be  an  author- 
ized investment  for  tbe  moneys  of  savings  banks"  and  trust  funds. 
Under  this  section,  the  bonds  of  certain  New  Jersey  cities  are 
not  legal  investments  for  savings  banks  and  trust  funds  in  the 
State  of  New  York.  The  cities  in  question  are  well  within  the 
limit  established  under  the  New  Jersey  law.  That  law  itself 
is  one  of  the  best  designed  municipal  bonding  laws  in  the  country. 
Under  it  the  maximum  net  indebtedness  exclusive  of  water  bonds 
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which  can  be  piled  up  on  any  given  piece  of  property  if  all  the 
overlapping  governmental  units  are  bonded  up  to  their  limit  is 
15  per  cent  of  the  average  assessed  values  of  real  estate  ftw  the 
three  years  next  preceding  the  last  issue. 

Other  Oonsideratioiis 

But  it  is  not  only  in  the  matter  of  debt  limits  that  the  munieipal 
btmding  laws  of  the  State  are  weak.  The  more  recrait  amendments 
■  to  the  laws  governing  cities  and  villages  have  made  commendable 
progress  toward  the  restriction  of  new  issues  in  those  units  to  the 
serial  type.  Sinking  fund  bonds  8r6  still  permitted,  however,  in 
towns  and  counties ;  and  more  or  less  unrestricted  provisions  for 
refunding  outstanding  issues  of  that  type  still  exist  in  the  law. 
Fortunately,  soRie  of  the  larger  bonding  houses  have  exercised  a 
beneficial  influence  over  county  officials  and  over  the  officials  of 
the  more  important  villages  and  towns,  and  have  turned  them  in 
the  direction  of  serial  issues  because  they  are  salable  at  a  more 
favorable  price. 

In  the  ease  of  the  smaller  towns  and  villages,  however,  this 
influence  has  not  been  so  marked.  One  letter  received  by  the  com- 
mittee from  a  man  in  close  touch  with  the  situation  says  Ln  this 
connection : 

"Due  to  the  fact  that  the  law  requires  only  five  days 
advance  notice  in  a  local  newspaper  of  an  offering  of  village, 
town  or  district  bonds,  issues  are  bought  up  day  after  day 

by   bond  dealers  who  make  a  specialty  of  this 

sort  of  work  and  who  incidentally  manage  to  derive  an 
enormous  profit  out  of  the  handUng  of  the  smallest  municipal 
bond  issues  originating  in  New  York  State.  One  of  the  most 
ridiculous  phases  of  the  situation  is  that  a  majority  of  these 
small  issues,  which  through  lack  of  proper  publicity  are 
bought  up  by  dealers  very  cheaply,  are  later  resold  to  the 
State  of  New  York  at  top  prices  for  the  state  sinking  funds 
and  trust  funds.  In  other  words,  the  public  not  only  loses 
at  the  original  sale  of  the  bonds  but  when  it  repurchases  them 
with  state  funds." 

The  bondii^  laws  of  the  States  of  Massachusetts,  New  Jersey 
and  North  Carolina,  the  oldest  of  which  is  only  ten  years  old,  may 
well  serve  as  a  guide  in  the  much  needed  revision  of  the  laws  of 
New  York. 

E  — INTEREST  RATES  ON  BANE  DEPOSITS  AND 
TEHPORART  LOANS 
Some  OountieB  Receive  no  Interest  on  DepoaitB 

At  the  request  of  the  committee,  county  treasurers  have  reported 
in  some  detail  the  situation  with  regard  to  county  deposits.  We 
wished  to  know  what  interest  rates  the  counties  were  receiving  on 
their  active  and  inactive  accounts  and  whether  mterest  is  paid 
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on  a  dailj',  weekly  or  monthly'  balances.  Our  inquiry  extended 
also  to  the  interest  paid  on  temporary  borrowings  and  to  the 
seeurity  required  of  banks  to  guarantee  county  depoaits.  The 
reports  f  unushed  by  the  several  counties  are  presented  in  Table  27 
inserted  here.  It  is  to  be  noted  that  some  counties  are  receiving 
no  interest  on  their  deposits,  and  that  few  counties  are  receivii^ 
as  hi^h  rates  as  the  cities.  This  is  especially  noteworthy  in  those 
cases  where  a  city  within  a  county  is  receiving  better  rates  than 
the  county  itself. 

Temponry  Borrowings 

The  temporary  borrowings  reported  by  the  treasurers  are  a 
reflection  of  the  nnsatisfaetory  arrangement  of  the  tax  calendar. 
If  tax  collections  were  arranged  so  as  to  make  tax  collections 
available  before  the  funds  must  be  paid  out,  temporary  borrowings 
would  disappear  almost  entirely.  The  readjustment  of  the  system 
of  local  taxation  of  State  lands  as  outlined  in  chapter  V  would  still 
farther  lessen  the  need  for  temporary  borrowings  in  the  forest 
preserve  counties.  We  wish,  therefore,  to  repeat  the  recommenda- 
tion wMch  we  made  in  1920  that  the  tax  calendar  be  completely 
revised  so  as  to  make  possible  the  earlier  collection  of  taxes.  The 
adoption  of  such  a  policy  would  result  in  a  very  considerable 
saving.  On  the  basis  of  reports  from  the  cities  in  1920,  we  esti- 
mated that  the  saving  would  amount  to  not  less  than  $3,000,000. 
On  the  basis  of  figures  which  we  have  for  the  counties,  towns 
and  villages,  the  saving  may  be  estimated  conservatively  at 
$250,000. 
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T  ~  EE0OMMEMDATION8 
Budget  SyBtem 

In  view  of  the  manifest  economies  posfflble  as  a  result  of  plan- 
ning and  of  purchases  for  cash,  existing  laws  should  be  amended 
so  as  to  require  the  adoption  of  a  budg^  system  in  all  counties 
and  villages.  Because  of  the  small  amounts  expended  in  the 
(fovemment  of  many  towns  and  because,  further,  of  the  difficulty 
of  obtaining  ofBcials  capable  of  drawing  up  and  administering  a 
budget  in  some  of  the  smaller  towns,  it  is  doubtful  whether  a  man- 
datory budget  law  for'  all  towns  would  yield  any  substantial 
economies  in  the  smaller  units  or  would  be  possible  of  enforcement. 
There  can  be  no  doubt,  however,  that  the  permissive  provisions 
of  Article  VI-A  of  the  Town  Law,  which  give  towns  with  more 
than  5,000  population  and  more  than  $5,000,000  in  assessed  values 
the  right  to  adopt  a  bui^et  system,  should  be  made  mandatory, 
and  all  towns  with  a  population  of  more  than  3,000  should  be 
brought  within  Its  scope.  The  permissive  features  should  be 
extended  to  all  other  towns  in  the  State. 

In  cases  where  a  county,  town  or  village  is  at  present  carrying 
more  than  10  per  cent  of  its  current  expenditures  for  one  year  into 
the  succeeding  tax  levy  in  the  form  of  outstanding  claims,  it  should 
be  given  the  right  when  changing  to  the  budget  system  to  issue 
certificates  of  indebtedness  payable  in  equal  annual  installments 
for  not  to  exceed  five  years  for  the  purpose  of  paying  such  out- 
standing bills.  This  would  obviate  the  necessity  of  an  abnormally 
bnrdensome  tax  rate  the  first  year  the  budget  system  went  into 
effect. 

Auditing 

Articles  Xll-A  and  XIV-A  of  the  County  Law  at  present  per- 
mit any  county  to  place  full  responsibility  for  auditing  control 
on  one  individual.  Article  XIl-A  permits  any  board  of  super- 
visors to  delegate  any  or  all  of  its  own  ample  powers  along  those 
lines  to  an  auditor  selected  by  the  board;  Article  XIV-A  permits 
the  voters  of  the  county  to  elect  a  comptroller  vested  with  full 
power  of  auditing  control  over  all  fiscal  affairs  in  the  county. 
For  a  position  requiring  a  certain  amount  of  technical  knowledge, 
selection  by  appointment  has  generally  proven  more  satisfactory* 
than  selection  by  election  at  the  polls.  The  strongest  features  of 
the  two  articles  should  be  combined,  the  result  should  be  revised 
and  strengthened  in  the  light  of  the  experience  gained  by  the 
bureau  of  municipal  accounts  since  the  two  laws  were  enacted  in 
1909  and  1910,  and  the  provision  for  the  appointment  of  an 
auditing  or  comptr<dling  official  should  be  made  mandatory  for 
all  counties  with  a  population  of  100,000  or  more,  and  permissive 
for  all  other  counties. 

New  sections  should  be  added,  however,  providing  that  all 
eoonties  with  a  population  of  less  than  100,000  which  failed  to 
take  advantage  of  the  permissive  features  of  the  law,  ^oold  be 
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i-eqoired  to  delegate  full  powers  of  auditing  control  to  an  exist- 
ing administratiTe  official,  other  than  a  receiving  or  disburs- 
ing c^cer.  Furthermore,  the  present  illogical  proviHion  in 
Article,  XII-A  which  permits  the  combination  of  the  functions  of 
auditor  and  purchasing  agent  in  one  individual  should  be 
eliminated. 

Ab  regards  towns  aiLd  villages,  mandatory  legislation  changing 
the  present  system  of  auditing  control  by  conunittees  or  boar^ 
would  not  be  expedient,  in  part  because  the  amounts  involved 
in  the  great  majority  of  such  governmental  units  are  small  in 
comparison  with  the  cost  of  an  independent  continuing  audit;  in 
part  also  because  of  the  prejudice  in  favor  of  the  c6ntinuance  of 
the  old  system  which  exists  in  the  minds  of  the  citizens  in  those 
units.  Three  plans  for  improvement,  however,  are  worthy  of 
consideration. 

Since  1919  the  State  of  New  Jersey  has  required  each  county 
and  each  municipality  in  the  State  to  file  an  audit  with  the  State's 
department  of  municipal,  accounts.  In  the  case  of  counties  and 
the  lai^er  municipalities,  such  audit  must  be  filed  every  year. 
The  smaller  municipalities  are  required  to  file  an  audit  only  once 
in  two  years.  The  audit  must  be  made  by  an  auditor  who  is 
licensed  by  the  department  of  municipal  accounts  to  conduct  such 
audits. 

In  view  of  tiie  fact  that  the  counties  in  New  York  State  already 
exercise  great  powers  of  supervision  over  the  fiscal  affairs  of  towns, 
and  more  limited  powers  over  certain  of  the  fiscal  affairs  in  villageo 
and  in  some  of  the  third  class  cities  (County  Law,  Art.  HI, 
Sec.  12,  Subd.  26) ;  and  in  view  of  the  further  fact  that  the  bureau 
of  municipal  accounts  in  the  State  Comptroller's  office  has  long 
exercised  powers  of  audit  over  all  local  finances  except  in  first 
cl&K  cities,  the  enactment  of  a  law  siniilar  to  that  now  in  success- 
ful operation  in  New  Jersey  could  not  be  considered  as  an  en- 
croachment on  the  rights  of  local  home  rule.  Such  a  law  would 
simply  make  the  exercise  of  existing  powers  of  supervision  more 
efiScient. 

Because  the  county  is  concerned  with  town  finance  to  a  greater 
extent  in  New  York  than  in  New  Jersey,  it  would  be  advisable  to 
require  a  copy  of  each  town 's  biennial  audit  to  be  filed  not  only  in 
the  bureau  of  municipal  accounts  in  Albany,  but  also  in  the  office 
of  the  county  auditor.  If  the  plan  for  consolidated  tax  collections 
is  adopted,  making  the  village  treasurer  or  receiver  of  taxes 
responsible  for  the  collection  of  State,  county,  town  and  school 
taxes  as  well  as  village  taxes  on  all  property  within  the  village,  a 
copy  of  each  village  audit  should  also  be  filed  in  the  county 
auditor's  office. 

As  an  optional  variation  from  the  New  Jersey  plan,  it  might  be 
advisable  to  permit  the  voters  in  counties,  outside  cities,  to  decide 
whether  or  not  the  duty  of  making  the  periodical  post-audits  in 
towns  and  villages  should  be  vested  in  the  county  auditor.  In  such 
ease,  the  costs  of  performing  this  portion  of  the  county  auditor's 
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work  would  become  a  county  charge  to  be  levied  in  the  general 
tax  rate  on  all  property  in  the  county  not  included  in  a  city. 

The  general  provision  in  the  law  requiring  such  audits  to  be 
made  by  a  licensed  municipal  accountant  would  make  it  necessarr 
for  the  county  auditor  himself,  or  some  employee  in  his  office,  to 
hold  such  a  license  before  this  optional  plan  could  be  made 
effective.  Such  a  law  as  this  would  take  care  only  of  periodical 
post-audits  in  towns  and  villages.  Both  the  town  and  village  law 
should  be  amended  so  as  to  permit  the  governmental  units  to 
institute  if  they  so  desired  pre-andits  by  administrative  officers, 
instead  of  under  the  present  inefficient  board  system  which  the 
laws  retjuire, 

Pnrchssiiijf 

A  law  modeled  on  the  lines  of  chapter  167  of  the  Laws  of  1917. 
under  which  Erie  county's  purchasing  agent  is  operating,  should 
he  enacted,  making  it  mandatory  for  every  county  with  a  popula- 
tion of  more  than  100,000  to  institute  «  system  of  central  pur- 
chasing. The  provisions  of  the  act  should  be  made  permissive  for 
counties  with  populations  of  less  than  100,000.  All  counties  in  the 
second  group  which  failed  to  take  advantage  of  the  permissive 
features  of  the  law  should  be  required  to  centralize  their  purchas- 
ing in  the  hands  of  some  other  administrative  official,  other  than 
the  auditor. 

The  Village  and  Town  Laws  should  be  amended  so  as  to  permit 
any  village  or  town  which  desired  to  adopt  a  policy  of  central  pur- 
chasing to  do  80.  In  the  smaller  towns  and  villt^s,  the  advan- 
tages to  be  gained  from  central  purchasing  would  be  so  slight  an 
to  outweigh  the  expense  of  adopting  such  a  system.  In  some  of 
the  larger  units,  however,  there  might  be  distinct  advantages  in 
such  a  system,  and  any  explicit  or  inferential  obstacles  in  the  war 
of  its  adoption  should  be  removed  by  permissive  amendments. 

Debt  Limito 

The  lawK  of  the  State  dealing  with  debt  limits  and  the  issuann- 
of  bonds  should  be  completely  revised.  It  should  not  be  possible 
under  the  law  for  any  area  to  have  outstanding  bonds  to  the  extent 
of  50  per  cent  of  the  assessed  value  of  real  estate  regardless  of  the 
number  of  overlapping  districts  and  jurisdictions  in  which  sueh 
area  may  fall.  In  amending  the  various  laws  of  this  State  dealing 
with  debt  limits  the  comprehensive  bond  act  adopted  in  New 
Jersey  may  be  followed  with  advantage. 

Tamporary  Borrowings' 

The  State  tax  calender  should  be  revised  by  law  so  as  to  make 
possible  the  earlier  collection  of  taxes  and  to  make  temporary 
borrowing  in  anticipation  of  tax  collections  unnecessary.  The 
adoption  of  such  a  policy  would  result  in  saving  not  less  than 
$250,000  a  year  in  interest  for  counties,  towns  and  villages. 
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Snnunary 

The  facts  presented  in  tMs  chapter  and  tlLc  recommendations 
which  we  make  here  are  an  indication  of  the  complete  absence  of 
business  methods  in  the  financial  administration  of  all  but  a  few 
counties,  villages  and  towns.  In  these  respects  the  average  city 
in  the  State  is  ten  to  twenty  years  ahead  of  all  but  the  leaders 
amoi^  the  other  units  of  local  government.  The  specific  laws  and 
ajnendments  wc  have  suggested  amount  to  a  revolution  in  local 
financial  methods.  For  this  reason  they  will  have  to  be  drafted 
and  examined  with  the  greatest  care. 
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CHAPTER  VIII  — PRINTING 

Public  printJDg  is  not  popularly  considered  to  be  one  of  the 
services  of  local  government.  Actually,  however,  it  is  concerned 
ivith  that  very  important  service  of  presenting  public  information 
—  whether  it  be  the  recording  of  transactions  in  a  register  or  the 
publicity  of  some  proposed  action  in  a  newspaper.  Ita  importance 
will  probably  be  better  appreciated  when  it  is  realized  that  the 
counties  of  the  State,  exclusive  of  the  five  New  York  counties, 
expend  annually  over  $930,000  for  printing  service.  In  addition 
to  this  there  are  town  printing  expenditures  which  might  average 
over  $1,000  per  county. 

All  evidence  goes  to  show  that  political  patronage  has  played 
an  important  part,  particularly  in  the  administration  of  newspaper 
and  pamphlet  publicity.  This  is  not  entirely  the  product  of  the 
local  conception  of  the  printing  service,  but  harks  back  to  statutory 
provisions  which  definitely  recognize  party  lines  in  their  des^na- 
tion  of  newspapers. 

Of  local  printing  expenditures  by  far  the  larger  part  is  under 
the  administration  of  county  officials.  Town  printing  is  intermit- 
tent and  of  relatively  small  amount. 

A  —  COUNTY  PRIHTINO 
StatDttoy  ProvirionB  —  Olassiflcation  of  Frintiiig 

County  printing  is  provided  for  and  regulated  by  about  forty 
miscellaneous  sections  of  the  county,  tax,  election  and  legislative 
laws.  The  various  provisions  may  be  grouped  in  different  ways 
according  to  the  purpose  in  mind. 

On  the  basis  of  organization  units  a<lministering  these  provisions 
and  with  due  consideration  for  the  amount  of  money  expended,  the 
following  grouping  has  been  followed  here : 

I.  BoABo  OF  Elections. 
11.  County  Theabures. 

III.  Board  of  Supeevisors. 

IV.  Genimal  Offices  and  Depabtmenxs. 

The  development  of  improved  administrative  methods  calls  for  a 
further  classification  as  to  the  kinds  of  printing  work  provided  in 
the  statutes.  There  are  three  distinct  classes,  each  demanding  its 
own  individual  treatment: 

A.  Newspaper  Advertising. 

B.  Pamphlet  Publications, 

C.  Forms  and  Registers. 
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In  accordance  with  these  two  elassificatioiis  the  provisions  for 
county  printing  have  been  listed,  together  with  citations,  ia  TaWe 
No.  28.  No  attempt  has  been  made  to  include  possible  special 
legislation.  The  significance  of  certain  sections  as  they  apply  to 
some  important  classes  of  printing  will  be  discTissed  later. 

Expenditure! 

Few  of  the  counties  present  their  printing  expenditures  in  a 
form  sufficiently  detailed  for  analysis.  However,  figures  have  been 
obtained  for  eight  counties  and  are  tabulated  in  Table  No.  29. 

Of  these  eight  counties,  Albany  has  the  largest  total  expenditure 
of  $105,921.21  and  Washington  the  smallest  with  $10,052.32.  On 
a  per  capita  basis  Albany  is  again  highest  with  $.569  and  Chautau- 
qua the  lowest  at  $.097.  Such  figures  should  be  considered  only 
as  indicating  general  tendencies,  however,  for  there  is  included  no 
measure  of  the  results  obtained.  There  is  the  further  modifying 
factor  that  tax  sale  advertising  may  be  administered  by  the  State 
in  some  counties.  The  expense  of  tax  sale  advertising  is  also 
reimbursable. 

The  chief  value  of  the  expenditure  analysis  is  to  indicate  the 
relative  importance  of  the  various  classes  of  printing  and  the 
organization  units  which  are  responsible.     Inspection  of  the  per- 
centage columns  reveals  that  about  one-half  of  the  county  printing 
expenditures  are  under  the  supervision  of  the  board  of  elections. 
The  remaining  half  is  divided  fairly  equally  between  the  county 
treasurer,  the  board  of  supervisors  and  the  general  offices.     Four 
distinct  classes  stand  out  as  of  greatest  importance: 
TABLE  No.  28 
Counts  PrinUitg  Clam^ieaHott 
CUodficfttion 
/  —  Board  qf  Eleetiont: 

A  —  Nowspaper  adTertinng: 

Notioeof  primary  rfootion EleetioB  I*w 72 

Notices  of  genanil  and  special  oleettoiifl.    Election  L*ir 81 

Gcnmtr  Law 22 

Ligla  of  nominatkini Elaeticiii  Lmt 84 

Official  canvan Election  Law 275 

ConntyLair 22 

Concurrent  reaolution  {prepani  by  tee- 

retary  of  stata) Eleotion  Law SS 

FropoBedoonstituUonalamuidmeota...    EleotJonLaw 80 

B  —  Pamphlet  publioationi : 

PablicatJon  of  registry  liata Elcotloii  Law 8ft 

Publication  of  anrollinent  liat Election  Law 91  MidtB 

Compilatiooa  of  election  law  (prepared 

by  secretary  of  state) Election  Law 67 

C  —  Forma  and  registers: 

Re08ten(fapp^edbjamsittaiyotat»tn)    Blectiim  Law TB^SS 

Challeiige  afiidavita  (supplied  by  secre- 
tary of  state) EleotioQ  Law 76, 170 

Identification   statemmts  (supplfsd  by 

secretary  of  state) EleetionLaw 78 

Card  lists  of  registcnd  vot««  (supplied 

by  secretary  of  state) Election  Law 76 
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OffieuJ  and  Buni^e  ballota Election  Law 87,  90. 100 

Canb  of  initruction Elsotioa  Lftw 87 

PoU  books EleotioD  Low 87,  88 

Diatauoe  mArken Eleotion  Law 87 

Tony  sheets  ,'. . .  Election  Law 87 

Return  blanks Bleotiou  Law 87,  HI 

Envelopes EUeotion  Law 87 

Adheeive  pasters Election  Law 110 

Enrollment  blanks Election  Law 172,77 

Ballote  on  voting  machines Eleotion  Law 249 

Copiu  constitutiooal  amendments Election  Law 77 

Certifioate  blanks Election  Law 77 

Card  alii«  of  extracts Eleotion  Law 77 

Nomination  poeteiB Election  Law 83 

tl  —  County  Treatvrer: 

A  —  Newqtaper  advertising: 

Tai  ealee 

Notice  of  tax  sale Tax  Law lol 

Notice  of  redemption Tax  Law 130, 1S2, 159 

Misodlaneous 

Advertising  for  propoaals Miscellaneous 

B  —  Panqriilet  publications. 
C  — Forms  and  registen: 

Office  suppfiee 

///  —  Board  of  Suptrvitort: 

A  —  Newspi^>eT  advertiring: 

Lcgialative  reaoluUons  of  board County  Law 17,  18 

Piooeedings  of  board  (certain  eountiee) .    County  Law 19 

Concurreat  resolutions County  Law 20 

Legislative  Law 48 

County  aeeounta Coimty  Law 51 

Electi<Hi  Qoticea,  designation  of  news- 
paper      County  Law 22 

B  —  PampUet  publications: 

I^ooeedings  of  board  of  supervisors County  Law 19 

C  —  Forms  and  regietcn: 
Suppliee  for  board. 

IV  —  Qtna-al:  Varum*  Qffieat  and  DtparOnetM: 
A  —  Newap^m  advertinng: 

Notjees  of  county  court. 

Notices  of  jury  Swings. 

Advertisements  for  proposals MiaceOaneous 

Educational  notice*. 
B  —  Pamphlet  pubtioationa: 

DcfMutmental  reporto. 

Court  calendar. 
C  —  Fmms  and  re^stMv: 

Departmental. 
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1.  fUections  supplies  and  advertising. 

2.  Tax  sale  adTertising  by  the  treasurer. 

3.  Publishing  the  proceedings  of  the  board  of  supervisors, 

4.  MiscellaneoQB  forms  and  registers  used  by  the  offices. 

Adniiiistratioii  —  OflDeral 

In  general  the  administration  of  printing  is  decentralized.  It  in 
customary  for  the  board  of  supervisors,  board  of  elections,  county 
treasurer,  county  clerk,  judge,  sheriff  and  the  various  institutional 
superintehdents  to  contract  for  their  own  printing.  There  are 
some  exceptions  to  the  above  procedure.  In  Erie  county  the  pur- 
chasing agent  has  supervision  over  ail  printing.  In  Hteuben  and 
.Jefferson  the  clerk  of  the  board  of  supervisors  and  the  county  clerk, 
respectively,  administer  some  part  of  the  printing.  In  Albany  the 
clerk  of  the  board  of  supervisors  purchases  stationery  supplies  for 
all  county  offices.  Variations  are  to  be  found  in  other  counties  also. 
Lacking  a  proper  budget  procedure  there  can  of  course  be  no 
annual  survey  of  printing  requirements  and  consequently  no  pur- 
chasing in  large  units.  Erie  is  one  of  the  few  counties  having  such 
a  badget. 

Printing  bills  are  referred  to  a  printer's  committee  of  the  board 
of  supervisors.  The  bills  are  tabulated  and  presented  periodically 
to  the  board  as  approved.  Inasmuch  as  the  amount  "allowed" 
shows  occasional  variation  from  the  amount  "claimed,"  there  is 
some  evidence  that  the  rates  charged  are  verified  in  the  light  of 
statutory  provisions  and  the  recommendations  of  the  board.  How- 
ever, it  is  quite  probable  that  the  audit  of  quantity  and  quality  of 
product  received  is  not  so  carefully  attended  to. 

To  correct  these  conditions  the  administration  of  printing  should 
be  centralized  under  the  clerk  of  the  board  of  supervisors,  or  under 
the  purchasing  agent  in  those  counties  where  there  is  that  office. 
When  the  budget  estimates  are  prepared,  he  should  receive  item- 
ized schedules  of  the  printing  requirements  of  the  coming  year. 

It  should  be  his  duty  to  check  carefully  all  printing  charges,  and 
he  should  insist  that  bills  for  printing  services  should  include 
definite  statements  of  rates,  number  of  folios  or  tiuantity  of 
product,  and  if  necessary,  copies  of  the  newspaper  advertisements. 
A  very  important  assignment  to  this  ofEce  should  be  the  editorial 
supervision  of  the  set  up  and  contents  of  newspaper  advertising 
and  the  pamphlet  publications. 

Newspaper  AdvertUing 

Most  of  the  newspaper  advertising  is  under  the  direction  of  the 
board  of  supervisors.  They  designate  papers  for  the  publication 
of  local  laws,  election  notices,  official  canvass  and  tax  sale  and 
redemption  notices.  Two  papers  representing  respectively  the  two 
principal  parties  into  which  the  voters  of  the  county  are  divided 
are  designated.  In  some  few  cases  the  statutes  provide  that  the 
advertisement  shall  be  in  a  certain  definite  number  of  newspapers, 
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but  not  necessarily  the  two  ofBcial  ones.  The  present  plan  of 
selecting  the  medium  of  publieity  disregards  the  informational 
valae  of  the  notice  and  the  advisability  of  reaching  as  large  a  num- 
ber as  possible.  The  proper  procedure  would  be  the  designation 
on  the  basis  of  circulation.  While  some  counties  now  consider  the 
importance  of  circulation  when  advertising  for  price  quotations 
on  commodities  or  for  bids  for  construction  work,  it  is  very  doubt- 
ful it  such  a  recommendation  would  be  generally  approved. 

In  the  matter  of  rates,  there  is  some  confusion  and  no  consider- 
able degree  of  uniformity.  An  attempt  is  made  to  regulate  print- 
ing expenditure  by  the  inclusion  of  definite  rates  in  the  statutes. 
The  basis  of  computing  the  charge  is  the  folio  which  shall  consist 
of  "one  hundred  words,  counting  each  figure  as  a  word."  S^ecog- 
nizing  that  this  measure  cannot  be  fairly  applied  in  all  cases,  there 
is  the  further  qualification  that  advertisements  in  display  type 
where  there  is  an  unused  quantity  of  blank  space,  two  square 
inches  shall  be  considered  to  constitute  a  folio.  For  tax  sale  and 
redemption  advertising,  in  many  counties  the  largest  single  item 
in  newspaper  publication  the  rate  "shall  be  75  cents  for  the  first 
folio  and  50  cents  for  subsequent  insertions."  Concurrent  resolu- 
tions are  published  at  the  fixed  rate  of  thirty  cents  for  each  foHo 
outside  a  city.  In  counties  containing  a  city  of  the  second  or  first 
class,  the  rate  shall  be,  respectively,  six  or  eight  cents  per  agate 
line  of  a  column  width  not  less  than  twelve  and  one-half  ema  In 
the  majority  of  remaining  classes  of  advertising  the  board  of  super- 
visors fixes  what  in  their  opinion  is  a  reasonable  rate. 

That  there  is  considerable  variation  in  the  rat«s  and  the  basis 
of  computing  rates  is  evidenced  from  Table  No.  30.  The  provisions 
have  been  extracted  from  the  various  1921  proceedings. 

TABLE  No.  30 
dftiedJanecnu  Newtpopv  AivtrUii^  Batt*  —  1921 


COOMTT 

Rate 

S1.00p«rf(di<> 
11.26  pwind. 

.78  per  Uiu  nonpwU 

.30^  folio 

OfBcial  canvass  and  election  QOtioef 

$1.12  per  inob 

.SSpcrlneli 

tl.00p«r  folio 
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A  great  man}'  of  the  variations  originate  quite  legitimately 
under  the  provision  permitting  the  board  of  supervisors  to  deter- 
mine a  reasonable  rate  for  certain  classes  of  printing.  Others  are 
the  result  of  special  l^islative  action.  In  some  cases  it  would 
seem  that  the  statutory  restrictions  had'  not  been  strictly  adhered 
to.  Part  of  this  variation  has  resulted  from  the  erroneous  belief 
that  the  rates  specified  in  section  1513  of  the  Civil  Practice  Act 
applying  to  civil  actions,  also  extend  to  county  printing.  In  all 
cases  there  is  the  indication  that  the  attempt  to  specify  statutory 
rates  will  not  satiafactorily  accommodate  all  localities  at  all  times. 
Undoubtedly  the  most  flexible  plan  would  be  to  omit  the  specific 
rates  from  the  statutes  and  permit  each  board  of  supervisors  to 
determine  rates  on  the  basis  of  local  conditions.  Publicity  would 
be  an  ample  safeguard  against  extravagant  rates  and  this  could 
be  obtained  by  requiring  the  inclusion  of  the  rate  in  each  published 
advertisement. 

In  counties  containing  cities  of  the  first  class,  and  in  counties 
containing  three  cities  of  the  third  class,  the  publication  of  the 
proceeding  of  the  board  of  supervisors  may  be  ordered  to  be  made 
in  a  daily  newspaper,  the  work  to  be  done  by  contract  and  let  to 
the  lowest  bidder.  Erie,  Monroe,  Westchester  and  Niagara  are 
examples  of  counties  coming  under  the  classification.  The  value 
of  this  publication  should  be  carefully  considered,.  In  Erie  county 
a  resolution  was  introduced  in  1921  recommending  the  discontinu- 
ii^  of  the  newspaper  publication  inasmuch  as  the  public  were  not 
generally  interested  and  that  by  so  doing  $10,000  could  be  saved 
annually.  While  this  recommendation  has  not  been  carried  out 
completely,  some  sections  of  the  proceedings  are  no  longer  pub- 
lished in  the  newspaper.  This  has  resulted  in  an  estimated  saving 
of  $3,000  annually. 

There  is  another  class  of  material  that  constitutes  quite  an  item 
in  some  counties,  and  that  is  the  publication  of  resolutions  of  the 
board  of  supervisors.  Included  are  resolutions  of  condolences, 
resolutions  of  towns  relative  to  fire,  lighting,  and  garbage,  etc.  In 
one  county  it  is  estimated  several  thousands  are  expended  for  this 
purpose.  The  abolishment  of  the  publication  of  condolences  has 
been  strongly  recommended. 

Pamphlet  Pnblieatioiu 

By  far  the  most  important  kind  of  pamphlet  publication  is  the 
annual  volume  of  the  proceedings  of  the  board  of  supervisors.  The 
total  expenditure  for  this  purpose  ranges  from  $1,104  for  Sullivan 
county  to  $23,863  for  Erie  county  where  the  expense  also  includes 
newspaper  publication.  With  such  a  relatively  large  expenditure 
there  should  be  a  careful  consideration  as  to  whether  or  not  the 
purpose  of  the  publication  is  achieved.  Quite  evidently  the  volume 
is  intended  to  be  an  accounting  to  the  citizen  body  of  the  disburse- 
ment of  their  money  and  a  report  on  the  activities  of  the  county 
govemment. 
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Section  19  of  the  County  Law  provides  that  each  board  of  super- 
visors shall  print  as  many  copies  of  its  proceedings  as  it  may  deem 
necessary  as  soon  as  may  be  after  each  session.  The  printed  pro- 
ceedings shall  contain  a  summary  statement  of  all  bills  against  tbe 
county  and  may  include  the"  county  laws  and  reports  of  committees 
and  county  officers.  County  boards  have  accepted  these  su^es ' 
tioDs  as  to  contents  and  added  much  thereto.  There  seems  to  be 
too  much  detail  in  the  reports.  The  result  has  generally  been  a 
ponderous  and  uninteresting  volume  which  varies  in  size  from  140 
pages  for  Schoharie  to  1,057  pages  for  Erie, 

Quite  naturally  a  considerable  portion  of  the  pamphlet  is  given 
over  to  the  publication  of  the  proceedings  of  the  board  meetings. 
Undoubtedly  the  minutes  of  the  meetings  should  be  published, 
especially  for  the  use  of  the  board  members,  but  the  value  of 
including  them  in  an  annual  volume  to  be  printed  in  large  quanti- 
ties for  general  distribution  is  not  so  obvious.  It  was  quite  frankly 
stated  to  the  Committee  by  many  county  officials  that  such  material 
is  of  little  interest  to  the  citizen  and  is  never  read.  Another  large 
section  is  given  over  to  a  detailed  statement  of  the  county  bills. 
There  are  varying  interpretations  of  what  a  "summary  statement" 
consists  of,  but  in  all  eases  there  is  an  unnecessarily  itemized  tabu- 
lation which  conveys  no  financial  picture  of  county  activities.  In 
many  counties  over  half  the  pamphlet  is  taken  up  by  this  nnin- 
teresting  material.  Reports  of  county  officers  are  potentially  the 
most  interesting  contribution  to  an  annual  volume.  Often,  how- 
ever, their  receipt  is  only  casually  mentioned  in  the  minutes. 
Wben  they  are  included  they  are  encumbered  with  detailed  lists 
of  equipment  at  county  institutions,  comprehensive  tables  of 
products  of  county  farms,  long  records  of  individual  inmates  and 
the  like.  Such  material  might  well  accompany  the  report  of  an 
officer  as  supporting  schedule  to  be  filed,  but  has  little  place  in  a 
document  of  general  information.  There  are  also  many  e3:amples 
of  repetition.  Audited  claims  are  sometimes  included  when  first 
presented  and  again  listed  when  finally  approved.  In  Albany 
county  sixty  pages  are  taken  up  with  a  complete  property  descrip- 
tion of  tax  sale  lands  that  have  been  knocked  down  to  the  county. 
Later  in  the  volume  sixty  pages  are  again  devoted  to  the  same 
descriptions  with  the  addition  of  the  cost  of  advertising.  These 
are  but  a  few  of  the  examples  of  lack  of  planning  in  compiling  the 
annual  county  reports. 

Present  statutes  require  that  the  proceedings  be  published.  This 
should  be  done  as  a  pamphlet  after  each  session  and  in  limited 
numbers.  The  annual  volume  should  contain  solely  the  edited 
reports  of  the  county  officers,  financial  tables,  and  a  financial  state- 
ment of  expenditures  by  functions  or  activities  much  as  they  would 
be  set  up  in  a  proper  annual  budget.  This  would  not  be  a  lai^e 
pamphlet  but  full  of  pertinent  and  interesting  information. 

Section  19  further  provides  that  three  copies  of  the  proceedings 
shall  be  filed  in  each  town  clerk's  office  and  in  the  county  cWk's 
office.     As  may  be  seen  from  Table  No.  31  in  no  county  does  this 
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required  number  exceed  100  copies.  Actually,  however,  from  600 
to  4,000  copies  are  printed  annually  in  each  county  — 1,500  copies 
being  a  general  average.  Judging  from  the  comments  of  county 
officials,  there  is  grave  reason  to  doubt  if  each  issue  is  ever  com- 
pletely distributed.  It  is  well  realized  that  the  bulk  of  the  cost 
lies  in  the  first  copy,  and  that  subsequent  copies  are  relatively 
inexpensive.  But  such  a  policy  has  its  reasonable  limits  and  there 
have  been  frank  admissions  that  the  number  of  copies  could  be 
sabetantially  reduced. 

TABLE  No.  31 

ProeeedtTtgi  of  At  Board  of  Sitpemiton  —  Nwriber  of  Copies  Required  and  Printed  — 

Price  Per  Page,  1921 


COUNTT 

required 

Copies 
printed 

Price 
per  page 

TotelM- 
peiiditure 

33 
51 

63 
78 

54 
45 
69 
57 
flO 
39 
51 
6.1 
69 
51 
99 
48 
30 
63 
48 
60 

3,300 

1,000 

500 

100 

400 

1,000 

3,000 

4,000 

2,000 

2,500 

1,705 

"'i',ax> 

1,000 
2,000 
500 
2,000 
2,000 

*»2'i6 

2.35 
4.00 
4  25 

3^66 
4,60 
7.25 
305 
3.48 
3.96 
4.70 

'  2^25 

■■■4'25' 
3.729 

123,863  94 

Tioga 

'  Inchidee  newqwper  publicationj. 


This  same  table  reveals  surprising  variations  in  the  quality  of 
the  publication.  Prices  per  page  for  1921  proceedings  for  the 
counties  listed  range  from  $2.10  to  $7.25.  If  the  lower  price  is 
considered  adequate  and  some  of  the  publications  at  that  price 
appear  entirely  satisfactory,  the  implication  is  that  many  counties 
are  unnecessarily  extravagant.  Factors  which  add  to  the  normal 
basic  cost  are  the  inclusion  of  superfluous  material  heretofore 
mentioned,  and  the  publication  of  a  limited  number,  usually  about 
10  per  cent  in  special  binding,  and  on  better  quality  paper.  There 
should  be  no  reason  for  publishing  the  pamphlet  editions  already 
recommended  in  other  than  paper  covers. 
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It  is  quite  generally  the  custom  to  obtain  bids  for  the  printing 
of  these  proceedings.  Specifications  are  also  drawn  up  in  most 
counties.  This  is  good  procedure  and  should  be  followed  in  all 
counties.  It  should  not  be  necessary  to  emphasize  the  wisdom  of 
letting  the  contract  on  the  basis  of  bids.  Specifications  insure 
the  economical  expenditure  of  county  moneys  and  delivery  on  a 
proper  time  schedule.  Such  specifications  should  be  so  worded 
as  to  regulate  the  kind  of  type,  binding,  quality  of  paper,  set-ups 
of  material  and  the  time  of  delivery  and  penalties  if  not  adhered 
to. 

In  some  counties,  notably  Albany,  Erie  and  Westchester,  it  is 
customary  to  publish  separately  copies  of  the  reports  of  certain 
county  officers  in  addition  to  includii^;  them  in  the  annual  pro- 
ceedings. This  is  excellent  practice  when  done  from  the  same 
set-up  as  in  Erie  county,  and  could  well  be  followed  more  exten- 
sively under  proper  safeguards. 

Another  pamphlet  publication  is  the  enrollment  list  of  voters. 
The  board  must  annually  provide  tme  copies  of  the  list  of  enrolled 
voters  for  the  Secretary  of  State  and  the  chairman  of  the  county 
committees.  The  board  of  elections  in  any  county  containing  a 
city  of  the  first  class  or  second  class,  or  any  other  county  when 
authorized  by  the  board  of  supervisors  may  publish  in  pamphlet 
form  a  transcript  of  the  registers.  In  at  least  one  county  the 
value  of  the  publication  has  been  at  times  questioned.  It  has 
been  decided,  however,  that  inasmuch  as  at  least  three  copies 
must  be  provided,  it  is  no  more  expensive  to  have  printed  a 
larger  number  than  to  have  those  three  copies  made  by  hand. 
Undoubtedly  an  equally  important  consideration  has  been  the 
important  part  such  a.  document  plays  in  the  functioning  of  the 
various  political  parties. 

There  is  also  the  court  calendar  which  is  prepared  in  pamphlet 
form.  Any  local  attorney  may  place  his  civil  case  on  the  court 
calendar  and  the  same  must  be  included  in  the  printed  pamphlet. 
Many  of  such  eases  are  never  brought  to  trial  and  the  document 
serves  somewhat  as  a  personal  advertisement  for  local  attorneys. 
Undoubtedly  a  recording  fee  of  $1  would  do  much  to  decrease  the 
size  of  this  published  court  calendar. 

Oonnty  Pnblication 

In  those  counties  where  considerable  newspaper  advertising  is 
done,  and  where  pamphlet  copies  of  the  proceedings  are  regularlr 
printed,  the  feasibility  of  a  county  publication  should  be  con- 
sidered. In  Erie  county,  for  example,  such  a  periodical  would 
constitute  the  official  paper  and  be  published  weekly.  It  would 
include  the  proceedings  of  the  board  of  supervisors  and  all  ofiicial 
notices.  Whether  it  should  be  distributed  free  of  chai^  or  by 
subscription  is  a  matter  of  preference.  This  procedure  has  been 
an  economy  in  many  cities  and  might  well  prove  likewise  for  cer- 
tain counties. 
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'Worna  and  Registers 

Thia  class  of  printing  consists  largely  of  the  election  supplies 
of  the  board  of  elections,  tax  receipts  and  tax  rolls  as  provided 
by  the  county  treasurer  and  the  miscellaneous  forms  and  ledgers 
used  by  the  county  ofSces. 

Election  supplies  are  now  carefully  provided  for  in  the  statutes 
and  their  purchase  must  be  adapted  to  the  election  procedure. 
Many  counties  purchase  some  of  the  special  forms  from  a,  large 
printer  in  Albany.  This  might  suggest  a  complete  centralization 
of  the  printing  of  election  supplies  following  a  plan  adopted  for 
edaealional  supplies.  However,  the  fact  that  each  county  must 
have  its  own  individual  setup  for  its  own  oEBces  excludes  the  pos- 
sible etonomy  of  quantity  production.  It  is  unlikely  that  sub- 
stantial economies  will  result  other  than  from  a  change  in  the 
election  procedure. 

In  many  counties  the  purchase  of  departmental  supplies  hai 
been  left  to  the  various  county  oflices.  Ten  counties  make  their 
purchases  on  the  basis  of  bids  or  in  accordance  with  specification.s. 

Such  supplies  should  be  purchased  centrally  and  in  as  large 
qaantities  as  possible.  The  purchasing  agent  should  annually 
determine  the  county  requirements  and  send  out  samples  of  the 
forms  required  with  a  request  for  price  quotations.  On  the  basis 
of  these  quotations  awards  can  be  made.  No  elaborate  procedure 
is  necessary. 

B  — TOWN  PBINTIHG 

In  general  town  expenditures  for  printing  are  not  large.  An 
indication  of  the  annual  cost  of  town  printing  per  county  may 
be  gathered  from  the  following  representative  counties  for  1921: 

Toted 
Expenditure 
County  Town  Printing 

Franklin    $1,  682  27 

Jefferson    284  29 

Stenben    589  36 

SoUivan    1, 170  51 


It  should  be  stated  that  there  are  certain  exceptions  where  the 
expenditnres  are  much  larger.  These  occur  in  those  counties  where 
certain  county  functions  are  delegated  to  the  town  ofQcials.  In 
Westchester  county  in  particular,  tax  sale  advertising  is  handled 
by  the  towns.  This  considerably  swells  the  normal  amount  of 
town  printing.  In  one  such  town  it  is  estimated  that  $16,675 
will  be  expended  in  1923  for  its  printing  service.  Such  cases  war- 
rant the  adoption  of  much  the  same  administrative  procedure  as 
that  recommended  for  counties. 

Town  printing  consists  largely  of  advertising  proposed  actions 
of  the  town  officiab  and  the  purchase  of  printed  ofBce  supplies. 
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The  different  kinds  of  town  printing  as  provided  in  the  statute  ^ 
are  listed  in  Table  No.  32.  There  are,  of  course,  many  eisainple- 
of  special  legislation,  particularly  in  Westchester  county. 

TABLE  No,  32 
Toon  Pritttint  Clattification 
I — Newap^jer  advertiaug 

Notice  of  purchase  of  water  works, Town  L&«f  272 

establishment  water  district "             385 

ooQBtruction  water  Hyntem '             287 

enlargtag  water  diBtrict '             285 

permission  to  use  water "             29S 

Bale  of  bonds  town  house '             340 

sidewalk  improvement "            251 

construction  of  sewer  system "            230  A 

proposal  for  bids:  sewer  system "            231 

constructing  sewer  laterals "            246 

local  improvements "            -422 

public  hearing  improvements "            146 

consolidation  of  lighting  districts 

completion  of  saseaament  roll Tax  Law        39 

receipt  of  tax  roll — collector *              69 

special  town  meetings Town  Law     47 

pamphlet  publication  of  claims  audited *           133 

Printing  town  abstract '           133 

estimate  of  expeoditures "           146 

accounts  of  supen'isor *             98 

2 — Pamphlet  publication 

■n  ^    List  of  claims  audited "           133 

'  ■ "     Sale  of  tax  liens 

3 — Forms  and  registers 

Miscellaneous 

Newspaper  Advertising 

To  take  the  place  of  the  old  town  meetii^s  we  now  have  news- 
paper publicity.  All  proposed  actions  by  the  town  board  must  be 
duly  advertised  in  local  papers.  That  there  are  many  different 
kinds  of  actions  is  well  evidenced  by  the  tabulation  of  statutory 
provisions.  There  is  equal  variety  in  prescribing  the  particular 
procedure  in  each  case  as  regards  the  choice  of  paper,'  the  number 
of  papers,  length  of  publication  and  the  time  of  publication.  This 
has  produced  a  bulk  of  printing  references  and  some  confusion  as 
to  proper  procedure.  An  indication  of  this  may  be  shown  by  some 
of  the  miscellaneous  provisions  regulating  the  choice  of  newspaper: 

1.  Establishment  of  water  district  —  "in  a  newspaper  pub- 
lished in  such  towns," 

2.  Construction  of  water  systems — "in  each  newspaper 
published  in  the  town," 

3.  Sale  of  bonds  for  town  house  —  "in  a  pa[ter  printed  in 
the  town, ' '  if  any,  also  in  such  other  papra-s  as  may  be  desig- 
nated by  the  town  board. 

4.  Sewer  contracts — "in  each  newspaper  published  in  said 
sewer  districts" 
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5.  Town  ordinanceii  (Westchester) — "in  a  newspaper  or 
newspapers  as  may  be  designated  by  the  town  board." 

6.  Sale  of  tax  liens  (Westchester) — "in  one  such  news- 
paper published  in  said  town"  as  shall  be  designated  by  tbe 
town  board. 

Similar  Tariations  exist  in  specifying  the  length  and  time  of 
publication.  Admittedly  there  may  be  some  necessity  of  two  or 
three  different  procedures  under  which  advertising  shall  be  done, 
but  a  dozen  or  more  variations  appears  unnecessary.  The  recom- 
mendation is  that  a  newspaper  advertising  code  be  set  up  which 
shall  contain  a  few  necessary  schedules  r^ulating  the  procedure 
of  advertising.  Each  section  of  the  taw  would  then,  in  place  of 
the  present  lengthy  and  individual-  statement  of  procedure,  refer 
to  the  desired  schedule  of  this  code. 

While  there  are  a  great  number  of  different  kinds  of  newspaper 
adverting  each  town  has  occasion  to  use  but  a  few  of  them  annu- 
ally. The  amount  expended  is  small  and  no  administrative  recom- 
mendations we  offered, 

0  — SUMMASIZED  REOOHHENDATIONS 

In  the  administration  of  county  printing  two  objectives  should 
be  kept  in  mind,  namely,  informational  value  and  economy. 
Marked  advances  can  be  made  toward  both  by  the  adoption  of 
improved  administrative  methods  without  the  necessity  of  statutory 
changes.  The  following  recommendations  are  offered  with  due 
consideration  for  that  third  factor,  the  relation  of  party  function- 
ing to  newspaper  advertising.  While  these  recommendations  apply 
more  particularly  to  county  printii^  many  of  the  propcraed 
admin^trative  changes  can  be  adapted  also  to  town  printing 
procedure. 

General  administration : 

1,  Centralize  printing  administration. 

2,  Supply  purchasing  agent  with  annual  estimates  of  print- 
ing requirements. 

3,  Provide  for  editorial  supervision  of  reports  and  news- 
paper advertising. 

Newspaper  advertising: 

4,  Remove  statutory  restrictions  on  rates  and  leave  the 
detemunation  to  the  boards  of  supervisors. 

5,  Include  rate  in  each  printe<l  advertisement  if  such  pub- 
licity is  considered  necessary. 

6,  Consider  the  feasibility  of  developing  a  newspaper  adver- 
tising code  with  a  few  different  schedules  regulatii^  the  pro- 
cedure of  advertising  to  replace  the  present  numerous  and 
unnecessarily  varied  provisions  regulating  the  choice  of  paper 
and  tame  and  length  of  pablication. 
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Pamphlet  publieationB: 

7.  Print  a  limited  number  of  the  proceedings  of  the  t>oard 
of  supervisors  in  pamphlet  form  with  paper  covers  after  each 
session  of  the  board. 

8.  Prepare  an  annual  report  of  oonnty  activities  which  -will 
contain  the  edited  reports  of  county  ofBcers  and  a  financial 
statement  by  functions. 

9.  Let  contracts  for  such  work  on  the  basis  of  bids  and  in 
accordance  with  speciBcations. 

County  publication: 

10.  Consider  the  advisability  of  publishing  an  ofSeial  paper 
in  the  lai^est  counties. 

Forms  and  registers : 

11.  Purchase  all  department  supplies  centrally  in  each 
county  or  town,  on  the  basis  of  bids  and  in  as  large  quantities 


In  placing  these  recommendations  before  the  Legislature  and  the 
several  county  and  town  ofiBcials  it  is  not  tbe  purpose  of  the  Com- 
mittee to  criticize  the  local  officials  for  the  present  wasteful  methods 
of  handling  printing  and  advertising.  It  is  not  primarily  their 
fault  but  has  been  handed  down  from  year  to  year.  The  adoption 
of  the  recommendations  here  outlined  should  result  in  the  saving 
of  at  least  $250,000  a  year  without  sacrifioing  any  needed  sorices. 
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CHAPTER  IX  —  COUNTY  CLERKS  AS  REGISTERS 

This  section  does  not  deal  with  the  funetions  of  the  county 
clerk  as  clerk  of  the  court.  It  deals  with  his  fnnetions  as  re^ater 
of  deeds,  mortga^^,  etc.,  and  with  the  re^Btration  of  elections 
which  is  a  duty  of  the  clerk  in  certain  counties. 

Tbree  Oeneral  Plaiu  of  Opwation 

Among  the  six  counties  studied  durii^  the  preliminary  examin- 
ation there  were  three  plans  in  use  for  the  conduet  of  the  ofBce. 
In  Albany  county  the  clerk  retains  all  fees  and  maintains  the 
office  out  of  the  proceeds.  The  board  of  supervisors  has  no  control 
over  the  management  of  tiiia  office,  but  is  called  upon  to  pay  sub- 
stantial sums  every  year  for  supplies,  equipment  and  other  main- 
tenance charges,  in  addition  to  considerable  amounts  for  recording, 
certification,  search  and  other  fees  for  services  rendered  the  county 
by  the  clerk.  In  Erie,  Jefferson,^  Steuben  and  Sullivan  counties, 
all  fees  are  turned  over  to  the  general  fund,  and  aU  salaries,  wages 
and  other  expenses  for  maintenance  and  operation  are  included 
in  the  annual  appropriation  by  the  board  of  supervisors.  In 
Franklin  county  all  fees  are  paid  into  the  general  fund  and  a 
flat  sum  is  appropriated  to  the  clerk  for  salaries,  wf^es,  and 
expenses.  He  expends  this  sum  for  the  operation  of  the  office  as 
bis  judgment  dictates,  and  retains  the  unexpended  balance  as  com- 
pen^tion  for  his  own  services. 

Animal  Reports  Sequirad 

Section  164  of  the  County  Law  states  specifically  that  "  every 
county  clerk  shall  present  to  the  board  of  supervisors  of  his 
county,  upon  the  first  day  of  their  annual  meeting,  a  state- 
ment verified  by  his  oath  to  be  true,  showing  for  the  year  preced- 
ing the  first  day  of  January : 

"1.  The  amount  of  all  fees  charged  or  received  for 
searches,  and  for  certificates  thereof. 

"2.  The  amount  of  all  fees  charged  or  received  for 
recording  any  documents  in  his  office  and  for  certificates 
thereof. 

"3.  The  amount  of  all  sums  charged  or  received  for 
services  rendered  the  county. 

"  4.  The  amount  of  all  sums  chained  or  received  for  official 
services. 

"5.  The  sums  paid  by  him  for  assistance,  fuel,  light,  sta- 
tionery, and  other  incidental  expenses,  etc." 

>  In  Jefferaon  county  the  clerk  retains  mortgage  tax  feei  which  he  wes 
to  aui^Ieiiient  the  eaUry  appropriation  of  $800  pet  anDum  for  the  clerk 
who  handles  the  work.    In  19ei  these  fees  amounted  to  $571.16. 
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In  spite  of  this  provision  in  the  law,  there  are  county  clerks 
who  fail  to  make  any  suc-h  report.  Usually  the  clerks  who  are 
authorized  to  retain  the  fees  accruing  to  their  ofBce  and  who  are 
supposed  to  defray  the  espeuses  of  maintaining  the  office  oat  of 
those   fees,   retain  the  balance   for  themselves   in  lien   of   other 


In  Albany  county,  for  example,  no  report  whatever  ia  made  to 
the  board  of  supervisors  relative  to  receipts.  Only  such  expendi- 
tures are  reported  as  are  to  be  paid  out  of  the  county's  general 
funds,  and  only  such  fees  as  are  charged  to  the  coud^  for 
services  rendered. 

Expeaditores  in  Excess  of  Receipts 

The  schedule  of  fees  for  the  varioas  services  rendered  indi- 
viduals by  county  clerks  is  fixed  by  statute,  and  except  where 
special  legislation  has  been  obtained  is  applicable  to  all  offices  of 
county  clerks  in  the  State.  There  has  been  little  change  in  the 
schedule  for  a  number  of  years  pa-tt.  Meanwhile,  costs  of  record 
books  and  wages  of  employees  have  increased  greatly.  It  is  costing 
considerably  more  today  to  run  some  of  the  offices  than  the  fees 
amount  to.  The  extent  to  which  this  is  true  in  the  six  counties 
studied  is  revealed  in  the  following  table,  compiled  from  annual 
reports  of  county  clerks  to  the  board  of  supervisors,  or  from 
treasurers'  report  of  receipts  and  expenditures: 

TABLE  No.  33     - 
Ineome  of,  and  Cotti  of  Jlf oinimmnfr  CoiaUv  CMu"  Opett,  1921 


iHOom 

Total 

«P^^ 

COTOTt 

-^ 

ForoUiH 

fsea 

£r^i 

f:|i 

172.687  « 

e;27s« 

•  '!:!S!8 
iifflg 

S,»4D  03 

1120.086  68 

SlTa.648  4i 

■  Not  teportcd. 

>  F«i  uid  eipeiiditum  M  rgsiat«r  only. 
•  Not  ntwrtad  Mipsntelr. 

The  outstanding  feature  of  this  table  is  the  fact  that  in  none 
of  the  five  counties  for  which  reports  are  available  were  the  ofBces 
of  the  county  clerk  self-supporting  in  1921,  The  services  per- 
formed by  the  county  clerk  as  register  are  chiefly  services  to  indi- 
viduals, and  the  benefits  of  Ihose  services  inure  to  the  benefit 
of  the  individuals  served  rather  than  to  the  county  as  a  whole. 
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Another  striking  thing  is  the  fact  that  in  Steuben  county,  where 
figures  relative  to  the  cost  of  making  abstracts  and  searches  are 
available,  that  portion  of  the  work  showed  substantial  profit.  In 
only  one  other  county,  Jefferson,  did  search  and  abstract  fees  con- 
stitate  any  considerable  percentage  of  the  total  receipts.  In  the 
remaining  counties,  searches  are  made  by  private  individuals  or 
companies,  who  use  the  county's  records  and  the  county's  office 
space  for  their  private  business  free  of  charge. 

Appropriations  by  the  board  of  supervisors  for  the  salaries  of 
competent  search  and  abstract  clerks  might  result  in  reducing  the 
annual  deficits  in  the  other  counties  as  it  does  in  Steuben. 

In  all  the  counties  listed,  except  Erie  and  Jefferson,  the  expen- 
ditures reported  include  a  percentage  of  the  salaries  properly 
chargeable  to  the  county  clerk  as  clerk  of  the  courts.  In  some  of 
the  counties,  furthermore,  items  for  new  equipment,  which  cannot 
be  considered  annual  current  charges,  are  also  included.  "Without 
a  detailed  study  of  the  vouchers,  it  is  impossible  to  segregate  these 
in  order  to  arrive  at  the  actual  cost  of  current  operation  and 
maintenance.  On  the  basis  of  the  table,  however,  it  is  apparent 
that  items  must  be  included  in  the  tax  levy  in  each  of  the  five 
counties  to  make  up  the  deficit. 

Percentage  of  Cost  Borne  by  Taxpayers 

The  portions  of  the  cost  of  maintaining  the  ofGces  which  the 
taxpayers  are  called  on  to  meet  are  as  follcrtvs: 


TABLE  No.  34 
Tax  CotU  of  Covniy  Clerk's  Office 


Portion  of  costs  of 

TnAJnTjining  COUDty 

clerk's  office  which 
ia  borne  by 


PerceDtageof 
cost  of  county 
clerk's  office 
borne  by  tax- 
payers  to  total 


Alb«uiy.. 

Erie 

Fnoklin. 
Jcfieraon. 
Stmibai. 
SuIlivaD. 


•133,100  57 
40,465  22 
1,262  99 


25% 
28% 
20% 
14% 


4.02% 
1.51% 
-42% 
■  61% 
1.20^'o 
.53% 


■Ammnt  included  for  expenses  of  county  clerk  as  raster  in  1922  budget 
ia  composed  chiefly  of  audited  claims  for  1Q21. 
*N«t   ascertainable   from   ivports. 

Among  the  items  which  go  to  make  up  the  aggregate  of  the  cost 
borne  by  the  taxpayers  in  Albany  county  are  the  following : 

I!  0,1,7,7,1  hy^COO^^lC 
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table:    No.  3fi 
Becordii^,   filing   and   search   fees   cliarged   to   the 

county $3,  065  04 

Transcribing  and  certifying  deed  books 5,  i)54  84 

Supplies  and  equipment 14, 347  51 

Labor  and  materials   7, 250  19 


Certain  other  items  more  difficult  to  segr^ate  and  classify  from 
the  information  available  in  the  proceedings  of  the  board  of  super- 
visors and  the  list  of  claims  presented  to  the  board  for  audit  enter 
into  the  total  of  $33,100.57  appropriated  for  the  office  out  of  the 
1922  tax  levy.  This  represents  a  larger  percentage  of  the  total 
tax  levy  than  does  the  amount  borne  by  the  taxpayers  in  any  of 
the  other  counties  studied. 

The  figures  for  Franklin  county  represent  an  appropriation  of 
$4,000  to  the  county  clerk  for  all  sfUaries,  and  $1,122.91  for  bills 
audited  by  the  purchasing  committee  of  the  board  of  supervisors. 
The  budget  for  1922  increases  the  lump  sum  salary  appropriation 
to  $8,500,  and  provides  an  additional  $850  for  the  expenses  of  the 
ofBce.  Unless  fees  should  show  a  corresponding  increase  during 
the  current  year,  the  deficit  for  1922  will  be  considerably  larger 
than  that  reported  in  the  table  for  1921. 

Inadaqnaoy  of  Feei  Ohargsd 

tTnfortunately,  complete  data  are  not  available  r^arding  the 
fees  actually  collected  for  the  several  types  of  service  rendered. 
In  spite  of  the  fact  that  general  statutes  govern  the  great  majority 
of  these  fees,  there  seems  to  be  eondderable  variation  from  county 
to  county  in  the  interpretation  of  the  law,  aa  the  following 
examples  will  indicate : 

TABLE,  No.  36 
ReecrdinQ  Fat 


A]b«r 

aniDty 

minimum 

fen 

EHe 
comity 
BTerage 

few 

f^uldiii 
feed 

Jcffmoa 

Dountr 

miuimmn 

fen 

«1  00 
1  25 

10  81 
1  13 

$0  45 

$0  75 

In  view  of  these  variations  in  the  fees  actually  collected,  it  is 
manifestly  impossible  to  arrive  at  any  general  conclusions  regard- 
ing the  adequacy  of  the  fees  established  by  law.  The  most  that 
can  be  said  is  that  the  fees  at  present  collected  from  individuals 
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in  the  five  coanties  for  which  reports  are  available  are  insufficient 
to  defray  the  costs  of  the  services  which  the  count;  clerks'  offices 
render  to  those  individnals. 

That  the  situation  described  above  is  reco^^nized  by  the  county 
clerks,  is  attested  by  their  testimony  before  the  Committee. 
Mr.  J.  Hunter  Black,  county  clerk  of  lavingston  county,  said: 
"We  have  a  deficit  in  our  county  clerk's  office.  The  cost  of  every- 
thing -we  use  has  increased  but  the  fees  have  not  berai  changed 
in  thirty-five  years.  This  is  one  reason  for  the  county  budget 
being  so  large. 

"I  believe  that  the  individual  who  uses  the  office  oi^ht  to  pay 
for  it.  Probably  half  the  lawyers  in  the  county  do  not  know 
what  it  costs  to  register  a  mechanic's  lien,  tt  is  ten  cents,  but 
some  send  in  a  dollar,  and  some  say  'Send  us  a  bill.'  It  costs  two 
cents  to  send  a  bill  and  two  cents  to  send  it  back,  and  some  do 
not  thick  it  worth  while  pa}ang  it  at  all,  the  amount  is  so  smalL 
Considerations  such  as  these  lie  at  the  bottom  of  our  deficit." 

Difficulty  of  EstabUshing  Proper  Tees  by  Statute 

One  further  conclusion  may  be  hazarded.    Assuming  that  a  fee 

collected  by  a  public  official  for  a.  service  rendered  to  an  indi- 
vidual is  supposed  to  cover  the  cost  of  rendering  that  service,  it 
is  improbable  that  any  schedule  of  fees  can  ever  be  established 
by  general  law  which  will  fit  conditions  in  every  county  in  the 
State.  The  costs  of  recording,  filing  and  indexing  documents  will 
hardly  be  the  same  in  a  large  county  as  in  a  small  one.  In  the 
small  county,  where  the  volume  of  business  is  not  such  as  to  per- 
mit of  minute  subdivision  of  labor,  it  is  probable  that  unit  costs 
will  be  above  those  in  larger  counties.  In  the  largest  counties,  on 
the  other  hand,  it  becomes  necessary  to  install  much  more 
involved  and  complicated  systems  of  filing  and  indexing  in  order 
that  every  document  for  which  a  call  may  be  made  shall  be  read- 
ily accessible.  It  is  not  improbable,  therefore,  if  the  unit  costs 
of  the  many  operations  performed  in  a  county  clerk's  office  could 
be  analyzed  and  plotted  for  every  county  in  the  State,  that  the 
resulting  curve  would  have  its  low  point  somewhere  between  the 
county  with  the  smallest  volume  of  business  and  that  with  the 
greatest;  and  that  unit  costs  would  be  found  considerably  above 
this  low  point  both  in  the  smaller  counties  where  specialization  of 
functions  was  impracticable,  and  in  the  larger  where  the  need  for 
cross- indexing  had  become  imperative. 

The  counties  themselves  have  attempted  to  meet  this  situation 
either  by  obtaining  special  legislation  or  else  by  the  establish- 
ment of  minimum  fees  not  authorized  by  law.  The  situation 
should  be  recc^^nized  by  the  State  Ijegislature,  but  the  proper 
remedy  is  not  easily  arrived  at. 

There  would  seem  to  be  three  possible  means  of  approach  to 
the  problem: 
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1.  A  clasBification  of  counties  accwding  to  volume  of  busi- 
□eas  done  b;  the  county  clerk's  t^ce  and  a  schedule  of  rates 
for  each  cla^. 

2.  The  recognition  of  the  function  of  registering  private 
documents  as  a  State  function,  all  fees  to  be  turned  over  to  the 
State,  all  salaries  and  expenses  to  be  paid  by  the  State,  and 
the  adoption  of  a  uniform  schedule  of  fees  designed  to  pro- 
vide a^regate  revenues  sufficient  to  meet  a^regate  expenses. 

3.  The  delegation  to  each  county  of  the  right  to  adjnst  its 
schedule  of  fees  to  the  costs  of  rendering  the  services,  sub- 
ject to  approval  by  some  State  administrative  officer  in  order 
to  guard  against  an  extravagant  plan  of  expenditures. 

The  first  plan  appears  to  be  the  simplest,  but  would  probably 
prove  the  least  effective  in  adjusting  fees  to  costs  throughout  the 
State.  Increasing  or  decreasing  costs  of  labor  and  materials 
would  constantly  tend  to  vitiate  the  adequacy  of  fees  established 
by  statute,  even  if  it  were  practicable  to  make  a  classification 
sufficiently  detailed  to  enable  adjustment  of  fees  to  costs  for  each 
county  at  the  outset.  The  second  plan  would  require  a  consti- 
tutional amendment  and  would  no  doubt  encounter  violent  opposi- 
tion on  the  ground  that  it  was  contrary  to  the  principles  of  home 
rule.  The  third  plan  is  already  in  partial  operation,  as  the  varia- 
tion in  fees  from  county  to  county  indicates.  The  enactment  of  a 
statute  legalizing  the  present  extra-legal  tendency  toward  local 
adjustment,  of  fees  to  costs,  with  supervisory  power  vested  in  a 
State  ofBcial  to  guard  against  local  abuses  would  probably  be  the 
most  efficacious  means  of  solving  the  problem. 

Several  county  clerks  have  raised  the  objection  that  such  lack 
of  uniformity  in  the  scale  of  fees  would  raise  various  difficulties. 
The  Committee  does  not  seek  to  evade  or  deny  the  fact  that  uni- 
formity, if  it  were  feasible,  would  be  highly  desirable.  It  would 
point  out,  however,  that  the  anticipated  difficulties  already  exist 
in  spite  of  a  uniform  statutory  schedule  applying  to  the  vast 
majority  of  counties. 

The  simple  fact  is  that  county  clerks  have  departed  from  some 
of  the  inadequate  statutory  fees,  as  a  matter  of  sound  business 
administration,  which  results  in  wide  variations  from  county  to 
county. 

A  county  clerk  testified  on  this  point  as  follows:  "We  have  a 
minimum  rate  for  various  instnmients  —  a  fixed  minimum  fee 
r^ardlcss  of  the  number  of  folios.  For  example,  I  figured  that 
it  was  costing  about  $1.19  for  every  deed  filed,  so  we  fixed  a 
minimum  fee  of  $1  although  the  statute  provides  that  we  can  only 
charge  50  cents.  We  violate  the  law  every  day  in  that  way  and  we 
glory  in  our  shame," 

The  Committee  therefore  adheres  to  its  proposal,  since  it  will 
not  creatft  any  new  difficulties    and    will    operate  to  place  the 
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recording  work  of  the  county  clerk's  oSiee  on  a  self-supporting 
basis. 


The  Bmu-d  of  Keotioiis 

Although  the  registration  of  legal  instruments  is  performed  by 
the  county  clerk's  office,  the  registration  of  electors  is  devolved 
upon  an  entirely  independent  agency,  a  board  of  elections,  in 
most  counties.  In  each  of  the  counties  studied  by  way  of  pre- 
liminary examination  the  supervision  and  administration  of  elec- 
tions was  vested  in  a  bipartisan  board  of  two  or  four  members 
employing  one  or  more  clerks. 

Comity  Judge  Edwin  S.  Brown  of  Steuben  was  particularly 
emphatic  in  stating  his  belief  (based  upon  his  experience  as  a 
cotmty  commissioner  of  elections)  that  adherence  to  the  biparti- 
san principle  in  constituting  the  board  results  in  unnecessary 
expenditures  for  salaries.  He  argues  that  the  duties  of  the  com- 
missioners being  purely  ministerial  that  no  partisan  influence  is 
possible,  and  that  the  courts  stand  ready  at  all  times  to  correct 
any  errors  that  may  be  made. 

Section  39  of  the  Election  Law  (Cons.  LL.,  Chap,  17)  as 
amended  at  the  last  legislative  session  (Chap.  588,  LL.,  1922) 
provides  that  in  five  counties  (Broome,  Oneida,  Westchester, 
Suffolk  and  Nassau),  the  county  clerk  shall  exercise  the  powers 
elsewhere  vested  in  a  board  of  elections.  There  appears  to  be  no 
good  reason  why  this  system  if  safe  and  sound  in  the  five  counties 
mentioned,  should  not  be  equally  applicable  to  the  counties  of  the 
State. 

A  county  clerk  from  the  western  end  of  the  State  declared : 
"We  have  two  election  commissioners,  comprising  a  bipartisan 
board.  I  think  that  this  situation  presents  the  possibility  of 
economy.  The  commissioners  keep  a  permanent  clerk  in  their 
office.  They  are  there  frequently,  but  the  clerk  does  the  work. 
Durii^  a  large  part  of  the  year,  even  the  clerk  has  nothing  to  do. 
I  don't  see  why  the  county  clerk  could  not  administer  the  work 
now  performed  by  the  board  of  elections." 

A  supervisor  from  Livingston  county,  in  referring  to  this  pro- 
posal said:  "Of  course,  I  am  on  the  opposite  side  of  politics 
from  the  county  clerk.  We  feel  that  we  are  entitled  to  a  mem- 
ber on  the  board  of  elections,  but  I  believe  that  a  single  head, 
such  as  has  been  proposed,  would  effect  economies." 

Speaking  on  the  same  subject,  Mr,  Benjamin  F.  Williams, 
county  clerk,  Wyoming  county,  stated:  "I  am  not  looking  for 
additional  responsibility,  but  the  only  excuse  I  can  see  in  a  small 
eotmty  for  a  bipartisan  elections  board,  is  politics." 

It  is  not  contended  that  the  entire  salary  roll  of  the  board  of 
elections  can  be  saved,  except  possibly  in  the  case  of  the  smallest 
counties.  It  must  be  reasonably  clear,  however,  that  if  the  board 
is  abolished,  and  its  duties  are  devolved  upon  the  county  clerk, 
the  salaries  of  the  commissioners,  ranging  from  $960  to  $7,200  in 
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the  counties  studied,  may  in  eacb  case  be  eliminated.  It  ni^y 
therefore  be  estimated  conservatively  that  the  change  here  recom- 
mended would  result  in  an  economy  of  $150,000  a  year. 

On  the  basis  of  the  facts  presented  with  regard  to  the  present 
eosta  of  administering  county  clerks'  ofBces  and  the  fees  collected 
it  seems  clear  that  in  the  State  as  a  whole,  excluding  the  New  York 
counties,  the  total  shortage  of  fees  cannot  be  less  than  $300,000. 
If  fees  are  increased  as  we  have  recommended,  an  equivalent  sum 
will  be  saved  to  the  taxpayers  each  year. 
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CHAPTER  X  —  PERSONNEL  ADMINISTRATION 

Those  interested  in  administration,  whether  public  or  private, 
are  recognizing  as  never  before  that  the  quality  of  administra- 
tion is  largely  determined  by  the  quality  of  the  personnel.  The 
problem  of  recruiting  and  maintaining  an  efficient  and  loyal  force 
of  workers  is,  therefore,  receiving  the  most  careful  attention  of 
progressive  executives.  Unfortunately,  this  is  not  true  of  public 
administrators,  although  the  working  standards  of  public  em- 
ployees have  surely  as  much  to  do  with  the  character  and  cost 
of  the  government's  output  as  is  the  ease  in  private  enterprise. 
Indeed,  since  government  deals  in  public  service  rather  than  in 
material  products,  it  is  more  than  likely  that  the  quality  and 
cost  of  its  personnel  is  more  significant  than  in  industry  and 
trade.  This  is  reflected  in  the  large  percentage  of  total  expendi- 
tures of  almost  any  government  unit  that  goes  into  salaries  and 
wages.  In  the  year  1921-22,  for  instance,  over  two-fifths  of  the 
expenditures  of  the  New  York  State  counties  is  chargeable  to  the 
payroll  item.  That  is  to  say  that  $12,126,027  of  a  grand  total  of 
$32,843,781  was  distributed  as  compensation  among  the  8,357 
comity  employees.' 

In  spite  of  the  above  consi derations,  there  is  little  or  no  appar- 
ent effort  being  made  in  the  counties  to  improve  the  quality  of 
the  personnel  and  to  increase  the  returns  from  the  large  invest- 
ments in  the  payroll.  The  need  of  improvement  has  been  brought 
out  in  the  earlier  sections  of  this  report  where  the  Committee 
has  had  occasion  to  point  to  the  defects  of  administration  that 
are  due  directly  to  inadequate  or  unsatisfactory  personnel.  In 
this  section  it  will  be  our  aim  to  analyze  some  of  the  outstanding 
causes  of  this  inefficiency. 

We  wish  to  call  attention,  (1)  to  inequitable  salaries  and  the 
absence  of  standards  of  compensation,  and  (2)  to  the  methods 
of  recruiting  and  selecting.  These  factors  are  primarily  respon- 
sible for  the  unsatisfactory  status  and  the  costliness  of  the  county 
government  service.  We  conclude  this  chapter  by  recommending 
that  standards  of  compensation  be  set  up  which  will  make  over- 
payment and  underpayment  of  the  workers  equally  unlikely; 
that  the  Civil  Service  Commission,  which  is  already  responsible 
for  the  public  servants  in  the  eighteen  largest  counties,  be  em- 
powered to  carry  on  the  functions  appropriate  to  this  agency  for 
all  the  counties  of  the  State,  and  that  it  be  so  financed  that  it  can 


I  Tiume  flguTfB  do  not  iDclude  returna  from  HAmilton  and  Schenectady  and 
the  numbera  and  saUriea  of  aupervisors  from  eight  additions.!  counties. 
Tlie  dftta  used  iu  compiling  the  payroll  figurea  were  supplied  to  the  State 
Civil  Service  ConunieBion  by  the  treasurers  of  the  various  counties.  The 
figure*  tor  the  pajrrollB  are  for  the  fiscal  year  1921-22,  while  the  grand  total 
of  expenditures  covers  th»  calendar  year  1921. 
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carry  them  on  more  effectively  than  at  present.  Finally,  we  urge 
that  the  advantages  of  recent  retirement  and  workmen's  compen- 
sation legislation  be  broaght  to  the  attention  of  county  authorities 
who  have  not  already  availed  themselves  of  these  opportonities. 

A  — LACK  OF  OOHFENSATIOH  STAHDABDS 

StenographfliB 

The  basis  of  standardized  rates  of  pay  is  a  classification  of 
positions  according  to  the  nature  of  the  work  or,  what  is  com- 
monly called,  job  analysis.  The  most  casual  examination  of  the 
salaries  received  by  employees  in  the  different  counties  who  are 
paid  under  one  and  the  same  titie  will  convince  one  that  the 
primary  condition  of  a  sound  scheme  of  payment  is  wanting. 
Table  No.  37  bears  this  out. 

Although  some  concession  must  be  made  to  the  fact  that  sten- 
ographers perform  duties  which  cover  a  fairly  wide  rai:^,  never- 
theless this  would  neither  explain  nor  justify  such  wide  fluctua- 
tions in  salary  rates  for  the  same  title.  Examination  of  the  table 
will  show  that  the  minimum  variation  between  the  various  coun- 
ties for  this  position  in  the  same  office  is  $1,300  (county  clerk's 
office),'  whereas  the  maximum  difference  is  $3,100  (in  the  office 
of  the  county  court  and  surn^ate).*  In  these  six  offices  alone  it 
appears  that  for  the  total  of  69  positions  carryii^  this  title,  28 
different  rates  are  paid. 

In  all  of&CGS  of  the  36  counties  the  title  "stenographer"  ap- 
pears 109  times  and  the  rates  range  from  $300  to  $3,600,  These 
data  make  clear  that  there  is  no  standard,  and,  what  is  more, 
that  it  would  be  quite  out  of  the  question  to  establish  one  without 
a  first-hand  analysis  of  the  duties  of  the  positions  concerned. 

The  absence  of  such  a  standard  becomes  more  evident  when 
the  rates  for  selected  positions  are  considered  with  reference  to 
the  work  done.  It  was  possible  to  establish  a  measure  of  work 
for  the  positions  of  treasurer,  superintendent  of  hospital  and 
superintendent  of  almshouse.  Although  the  basis  of  clasufication 
is  far  from  final,  it  will  serve  as  a  general  index  to  the  duties 
performed  by  the  officials  in  their  respective  positions.  The  posi- 
tions have  been  grouped  according  to  the  following  standards : 

1.  We  have  arranged  the  counties  on  the  basis  of  total 
county  expenditures  in  order  to  show  the  discrepancies  in 
the  salary  rates  of  the  county  treasurers. 

2.  We  have  further  classified  the  tuberculosis  hospitals 
with  reference  to  the  number  of  "inmate  days"  in  1921  in 
order  to  compare  the  salaries  of  the  superintendents  of 
hospitals.* 


IThe  range  is  from  9^00  to  91,800. 
■The  range  is  from  9600  to  $S,0OO. 

*  "  Inmate  da^e  "  are  computed  b;  adding  the  number  of  daj-i  Bpent  in  Uic 
lioBpital  by  eacli  and  every  inmate.  ,  ■  , 

l!0,l,,-CMh,.GOOj^lC 


Taxation  and  Retrenchment 


TABLE  NO.  37 

Salary   Ralet  in  Certain  Ctnintg  Offic«»  for   Potiliont   DttignaUd   "  Stenographer " 

Wiliunu  ana  QudKfytng  TUk  ■ 


Omcm 

Couim 

CoUQtj 

clerk 

County 

and 
surrogate 

County 
judge 

District 

attorney 

SuiT0gal« 

County 
trewum 

iiisoo 

'800 

3,000 
1,000 

6fiO 
1,800 
1,000 

Ei: 

"m 

S3,000 

"m 
"i.m 

""m 
■  "366 

91,800 
900 

"966 
900 

""'tso 

;  2,500 
\  3,200 

"i',266 
600 
1,800 
1,800 
1,800 
!,200 
900 

1,100 
900 

'966 

1,200 

J  3,000 

"ijaoo 
"i',666 

1,800 

'  i;266 

2,070 
2,700 
1,680 
1,200 
1,800 
1,600 
1,200 

"i;266 

■  ii266 

1,200 
"iiMO 

CattarauKus 

"■$966 

8StS 

Erie 

1,200 

728 

060 

1,200 

j  i.m 

\  1,800 

i;o4o 



oS   ': 

1,000 

720 

Bt.'LawnmcB 

'"  ijsoo 

700 

600 

Washington 

2,000 

*  The  inf  onnAtion  used  in  this  uid  the  following  t&bles  is  found  in  the  reports  on 
Dundier  of  employees  and  mlariet  paid,  which  were  f  orwardod  to  the  State  Civil  Service 
commission  by  tjie  treaaurera  of  the  various  counties.  Data  from  36  counties  were 
available  for  this  table.  Obviousiy  part-time  potations  were  not  included  in  this  or 
the  foUowiDj;  tables. 
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3.  Similarly  we  have  grouped  the  almshouses  on  a  basis 
of  total  number  of  inmates  in  1921,  and  on  this  ba^  indi- 
cated the  absence  of  standards  for  the  superintendents  of 
'  these  institutions. 


Goimty  Treaniren 

Taking  into  account  only  the  first  six  classes  in  the  acc<anpaiiy- 
ing  table,  in  each  of  which  the  individual  counties  spend  within 
a  range  of  $50,000,  it  appears  that  the  differences  between  the 
minimum  salary  of  the  treasurer  and  the  maximum  are  the 
following : 

(Minimum  =  $700 ;     Maximum      $2,- 


Group 

II  — »1,678" 

378.92).- 

Group 

III— $2,250 

OOO.OO). 

Groap 

IV  — $2,100 

600.00). 

Group 

V  — $3,000' 

500.00). 

Group 

VI  —  .$2,731 

000.00). 

(Minimum  =  $750 ;     Maximum 
(Minimum  =  $1,500 : 
( Minimum  =  $500 ; 
{Minimum  =  $1,209 


Maximum  =  $3,- 
Muximum  ^^  $3,- 


Maximum  =$4.- 


The  following  comparisons  between  individual  cases  are  note- 
worthy :  Schoharie  and  Yates  counties,  with  an  average  annual 
expenditure  of  $50,326  and  $52,768,  pay  their  respective  treasurers 
$700  and  $1,417,  the  latter  receiving  twice  as  much  as  the  fonner, 
Fulton  county,  with  an  average  expenditure  of  $146,433,  pays 
$3,000  plus  fees;  while  Livingston,  with  only  a  slightly  lai^r 
expenditure  ($149,798)  pays  $1,000,  or  one-third  as  much. 
Finally,  Jefferson,  expending  on  the  average  $262,974  aimnally, 
pays  $4,000,  or  three  times  more  than  Oswego,  where  expenditures 
average  about  $15,000  more  per  year. 


retained  both  by  the  lowest  and  highest  p«id  treu- 
alao  retftina  fees.    Excluding  tbis 


*  Additional  tew 
ren  in  Clam  II. 
T  The  treBBurer  receiving  the 
LM1,  the  range  i«  (1,600. 
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TABLE  No.  38 
CmnporMon  of  Saiary  Eala  for  Treiuurtrt  of  Counliei  Orouped  on  Batit  of  Average 

Total  Expmdilure  for  Ptriod  1917-19£1  • 


AVEBAOB  EXFENDITUSB 


Five-year 

total 

expenditure 


$0  — »«.999.^T.,, 

Group  II 

S50,000— $99,999 


Sobujrler. . . 

Schoharie,. 

y»t« 

Putiuun, , , 

Tioga 

Wyoming . , 

Seneca 


Cortland . , . 

TompldDa,  . 
Allegany .  ,  . 


W«TW 

ClintoD 

WashingtoD... 

Orietuu 

Fulton 

Liviugaton 

OtB(«0 

Chen&ngo 

Madison 

St.  Lftwrence.. 
Mont|oaery.. 


Gkodf  VI 
!230,000  — 1299.990... 

Gbovf  VII 
»300,000  — $399.999... 

Grou?  VIII 
1900.000  and  over 


Steuben 

Cattaraugus. . 

Ulster 

Cayuga 

Rockland 

Herkjmer 

Sarstoga 

DutcfaeBB 

JeSerson 

Osw^o 

Broome 

Niagara 

JfaemM'.'.'.'. '.'.'- 
Onondaga .  . . , 

Monroe 

Westchester. . 
Erie 


50,326 

52,768 
71,292 


100,969 
102,547 
105,310 
105,460 
107,301 
113,722 
117,838 
127,018 
129,721 
132,689 
136,080 
139,436 
146,600 
146,433 
149,798 
167,305 
168,774 
170,806 
171,560 


240,700 
255,098 
267,878 
262,947 
277,976 
344,153 
350,961 
386,320 
907,914 
1,058,997 
1,273,269 


■Excluding  the  following  c 
Oneida,  Renaselaer  and  Suffolk 
*  Hue  fees. 


Chemung.  Franklin,  Warren,  Chautauqua, 
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Since  the  total  expenditures  are  a  reasonably  fair  index  to  the 
duties  of  county  treasurer,  the  conclusion  seems  inevitable  that 
these  discrepancies  point  both  to  gross  over  and  under-payment. 

Superintendents  of  Sanatoria 

Discrepancies  between  the  minimum  and  maximum  salaries  as 
shown  in  Table  39  for 

Qroup  I  amount  to  $4,000  (Minimum  ^$1,000;  Maximum  = 
$5,000). 

Qroup  II  amount  to  $1,600  (Minimum  =  $2,000 ;  Maximum^ 
$3,600). 

Group  in  amount  to  $1,210  (Minimum  =  $1,790 ;  Maximum 
=  3,000).  • 

Group  ly  amount  to  $350  (Minimum^$3,250;  Maximum^ 
$3,600). 

Group  V  amount  to  $4,000  (Minimum  ^$3,000;  Maximum  ^= 
7,000). 

The  most  striking  individual  ease  is  irister  county  which  pays 
the  superintendent  only  $1000  per  year,  although  it  is  the  third 
from  the  top  in  its  group  of  twelve  counties,  if  we  u.se  the  total 
number  of  inmate  days  as  the  gauge.  It  is  also  to  be  noted  that 
only  one  county  pays  the  superintendent  more  than  Chautauqua 
in  spite  of  the  fact  that,  on  the  basis  of  inmate  days,  this  is  third 
from  the  bottom  of  the  whole  list  of  twenty-five  counties. 

Finally,  attention  should  be  called  to  the  varying  degrees  of 
responsibility  carried  by  the  superintendents  who  receive  $3,000 
per  annum.  This  amount  is  paid  in  at  least  one  county  in  ev^TV 
daas  except  the  fourth.  The  minimum  number  of  "inmate  days" 
listed  is  5971  (Columbia  county)  and  the  maximum  52,190  (Rens- 
selaer). A  uniform  salary  for  such  a  wide  range  of  responsibili- 
ties as  indicated  by  the  number  of  inmate  days  is  inexplicable. 

Saperintendflnte  of  Almshouses 

There  are  eight  classes  of  county  almshouses  if  arranged  on  the 
basis  of  the  total  number  of  inmates  eared  for  in  1921  and  dis- 
tributed in  groups  of  25  up  to  a  total  of  150,  when  the  individnal 
groups  come  within  the  range  of  50  (Group  5)  or  100  or  more 
(Groups  6,  7,  8).     (See  Table  No.  40.) 


t,  Google 
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Cotnpariton  of  Sence  B«ndtnd  and  Salariu  Patd  SvptritUettdmU  cf  CmtrUy  SatnUoria, 
ComUiet  art  Orouped  on  Ba*i»  of  "  Inmate  Dayi " 


Nnmbw  of  inmate  dttya 

County 

Number 
of 

patieut- 
daya 

Salary 

wperin- 
toudmt 

Gnocr  I 

3,372 
4,796 
5,971 
6,331 
7,313 
7,478 
7,796 
7,811 
7,981 
8,110 
8,839 
9,499 

n.oeo 

11,077 
13,793 
14,807 
14,824 
17,452 

21,150 
23,920 
29.950 

36,580 
37,810 

62,190 
82,425 

ilsoo 

Chautauqua 

6,000 
1,800 
2,600 
2,500 
1,500 
1,000 
3000 
1,800 
2,400 

CattarauKua 

Grouf  II 

Jsffenon 

Sf-" 

2,500 

nIISS^.v.::  :::::: 

3,000 
1,790 

Group  HI 

Gboot  IV 

3,000 

3,600 

Oioup  V 

Monroe  .     . 
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TABLE  No.  40 
ComfwriMn  ^   Ntmbvr  of  Inmata  and  Solaria   Paid  Suptrinlemdaiia  of  Cmtn^f 


Otodp 

Count; 

Number 

brndnit 

GbodpI 
80-76 

51 
65 
55 
56 
66 
69 
66 
6S 
68 
74 
74 

77 
77 
77 
78 
82 
86 
86 
95 
96 
08 

100 
103 
103 
104 
105 
110 
111 
122 

127 
130 
136 
137 
ISO 

158 
158 
159 
160 
179 
189 
211 
238 
263 
272 
280 
311 
385 
444 
S98 
72B 

S600 

1,200 

p_r^ 

1,500 

Gboup  U 
76-100 

1,500 

1.000 

1,500 

ivlniSn^  

1,600 

Gboup  III 

1,758 

1,500 

2,000 

1,700 

Gboup  IV 

2.000 

1,500 

1,800 

Gboot  V 

1,500 

2,000 

176-280 

1,800 

GiOOT  VI 

2:400 

N^H^ 

1,500 

Gboup  VII 

1,500 

Oboup  VIII 

Onondaga 

3,800 
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Tbe  differences  between  the  maximum  and  the  minimum  salaries 
in  the  individual  classes  run  as  follows: 

Difference 
Group  1  —  $1,100  (Minimum  =  $500;  Maximum  —  $1,600). 

Group2—      500  (Minimum=   1,000;  Maximums  1,500). 

Group3—   1,120   (Minimum^   1,000;  Maximum^  2,120). 

aronp4—       800  (Minimum^   1,200;  Maximum^  2,000). 

Gronp5—      800  (Minimum=   1,200;  Maximum^  2,000). 

Group  6—      900  (Minimum^   1,500;  Maximum  =  2,400). 

GronpT—   2,300  (Minimum=   1,200;  Maximum=  3,500). 

Groups—      200  (Minimum  =   3,600;  Maximum  =  3,800). 

Comment  on  these  discrepancies  seems  unneeessary.  Certain  in- 
dividual instances  are,  however,  noteworthy.  Tbe  superintendent 
of  the  Washington  county  almshouse  who  cared  for  311  inmates 
received  the  same  amount  as  other  superintendents  responsible  for 
66,  68,  77,  86,  98,  136,  158,  189  inmates.  On  the  other  hand,  the 
superintendent  of  the  Montgomery  almshouse  who  was  in  charge 
of  74  inmates  and  received  the  maximum  in  Group  1  ($1,600)  was 
paid  more  than  twenty-three  other  superintendents  whose  number 
of  inmates  for  the  year  1921  ranged  from  100  to  385. 

The  most  common  rate  paid  was  $1,500.  This  amount  appears 
in  all  except  the  last  of  the  classes.  Those  receiving  it  were  re- 
sponsible for  the  following  number  of  inmates:  Allegany,  74; 
Wayne,  77 ;  Warren,  77 ;  Delaware,  82 ;  Fulton,  86 ;  Franklin,  96 ; 
Ro.ckland,  105;  Chemung,  137;  Jefferson,  158;  Suflfolk,  211;  Sche- 
nectady, 285. 

Consideration  of  tbe  salaries  carried  by  the  above  typical  posi- 
tions, which  range  from  stenographer  to  superintendent,  forces  one 
to  the  general  conclusion  that  gross  inequalities  appear  wherever 
one  turns.  In  spite  of  differences  in  the  cost  of  living  at  the  place 
of  employment  and  other  factors  that  a  careful  field  investigation 
of  the  various  positions  would  bring  to  light,  we  believe  that  many 
of  the  inequalities  are  not  defensible.  The  minimum  rates  in  prac- 
tically all  positions  considered  are  so  low  that  the  counties  con- 
cerned are  either  exploiting  their  employees  or  have  incompetent 
people  to  carry  on  important  work  that  goes  beyond  their  capacity. 
This  applies  particularly  to  the  position  of  superintendent,  both 
in  the  sanitaria  and  tbe  almshouses.  In  view  of  present  living 
costs,  it  is  not  reasonable  to  expect  that  capable  and  experienced 
men  can  be  procured  for  these  responsible  positions  at  the  rates 
offered  —  for  the  former  from  $1,000  to  $1,500  per  year  and  for 
the  latter  from  $500  to  $600.  Both  positions  call  for  initiative  and 
executive  ability.  In  addition  the  superintendent  of  a  county 
tuberculosis  sanatorium  must  be  a  professionally  trained  physician 
who  has  specialized  in  the  treatment  of  tuberculosis. 

Experience  goes  to  show  further  that  wide  variations  io  salary 
for  one  and  the  same  position  usually  involve  instances  of  over- 
payment as  well  as  under-payment.  This  applies  ratfaer  to  the  top 
salaries  paid  in  some  classes  to  treasurers  and  stenographers  thtp. 
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to  the  positions  just  considered.  If  salary  rates  are  standardized. 
as  we  later  recommend,  considerable  savings  will  be  possible  by 
scaling  down  the  s^ari^  paid  in  excess  of  a  reasonable  standard. 

Inadequate  Compensation 

Apart  from  the  low  salaries  to  which  attention  has  just  been 
called,  analysis  has  been  made  of  the  wages  advertised  for  posi- 
tions to  be  filled  by  the  usual  civil  service  procedure.  The  amoonts 
are  set  by  the  county  authority  concerned.  The  investigation 
covers  the  years  1920-21  and  1921-22. 

It  was  found  that  the  Civil  Service  Commission  gave  193  exam- 
inations strictly  for  county  positions  during  this  period.  In  16  per 
cent  of  the  cases,  the  position  carried  $1,000  or  less.  Thia 
group  includes  such  positions  as  X-r^  technician,  interpreter,  as- 
mstant  secretary  of  board  of  child  welfare,  sealer  of  weights  and 
measures,  assistant  in  engineer's  ofBce,  firemen,  night  watchmen. 
and  clerks  of  various  sorts. 

Excluding  positions  which  carried  maintenance,  the  most  com- 
mon salary  offered  in  the  193  cases  was  $1,200  (twenty-one  differ- 
ent positions).  Here  too  a  variety  of  positions  appear  for  which 
some  training,  skill  and  judgment  are  required. 

A  wide  range  of  counties  is  represented  in  the  above  gronps,  in- 
cluding both  Chautauqua,  with  a  low  salary  scale,  and  Westchester, 
probably  the  best  paying  of  the  county  employers, 

A  good  indication  of  the  inadequacy  of  the  salaries  offered  is  to 
be  found  in  the  number  of  candidates  who  present  themselves  for 
the  civil  service  examinations.  The  records  show  that  in  eighty- 
six  of  the  193  examinations  for  county  positions,  three  or  leas  can- 
didates entered  the  lists.  In  sixty-six  cases  there  were  two  or  less. 
That  is  to  say  that  in  44  per  cent  of  the  examinations  there  was  no 
competition  worthy  o£  the  name. 

Further  proof  of  the  inadequacy  of  the  compensation  offered 
appeared  in  the  increasing  number  of  positions  taken  from  the 
competitive  class  by  decision  of  the  Civil  Service  Commission  on 
the  ground  that  "competitive  examination  for  said  positions  is  not 
practicable."  According  to  the  1921  report  of  the  commission" 
this  decision  affected  such  positions  as  the  following :  four  internes, 
supervising  night  nurse,  matron,  chauffeur,  general  mechanic, 
laundress,  all  hospital  attendants  and  a  number  of  labor  positions, 
since  there  can  hardly  be  a  technical  explanation  of  the  imprac- 
ticability of  giving  examinations  for  these  positions,  we  must  as- 
sume that  the  real  reason  selection  was  not  on  a  competitive  basus 
is  that  the  wage  advertised  is  practically  always  insafGcient  to  at- 
tract any  number  of  applicants. 

In  case  the  commission  does  not  see  fit  to  put  individual  por- 
tions in  the  non-competitive  class  because  of  lack  of  competition,  it 
may  wuve  competition  under  Knle  VIII,  Subdivision  10.  This 
role  makes  it  possible  to  give  standing  in  the  competitive  class  after 
a  qualifying  examination,  because  the  competitive  examination  has 
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failed  to  produce  an  appropriate  eligible  list.'^  One  has  only  to 
scan  the  salaries  of  the  poeitlons  ho  filled  in  1921  to  understand 
why  no  eligible  lists  were  forthcoming.  Of  the  twenty-two  ooimty 
poaitions  reported  in  this  group  for  1921,  nearly  one-half  (i.  e.,  10) 
paid  $600  or  less  per  year;  fifteen  carried  $720  or  less."  This 
latter  group  includes  such  positions  as  teacher,  stenographer,  copy- 
ists, and  telephone  operator.  Poaitions  in  eleven  different  coonties 
were  filled  by  recourse  to  Bole  VIII. 

If  it  is  granted  that  a  limited  number  of  applicants  is  a  reliable 
index  to  onsatisfactory  wage  conditions,  we  must  infer  that  the 
counties'  wage  policy  should  be  dra-stieally  revised,  particularly  as 
regards  the  rates  at  the  bottom  of  the  scale.  It  has  been  generally 
proved  in  recent  years  that  low  wages  and  low  labor  costs  are  tar 
from  being  synonymous.  Moreover,  there  is  doubtless  a  direct 
connection  between  the  ineflSciency  discussed  in  other  parts  of  this 
report  and  the  restricted  "  labor  supply  "  from  which  the  work- 
ii^  force  is  being  built  up. 

B  — REOSUITINa  AND  SELECTION 

Few  things  determine  the  efficiency  and  economy  of  administra- 
tion more  than  the  character  of  the  junior  employees  who  are  being 
recruited  into  the  service.  If  we  consider  the  methods  of  recruit- 
ing and  the  character  and  ratings  of  the  new  recruits  in  the  county 
service,  we  are  forced  to  conclude  that  satisfactory  standards  are 
not  being  maintained  in  this  respect." 

The  two  most  striking  features  of  the  situation  are  that  so  few 
people  were  candidates  for  civil  .service  vacancies  in  the  county 
governments  during  the  past  two  years  and  that  so  many  of  the 
vacancies  were  finally  filled  by  temporary  or  provisional  ap- 
pointees. 

The  first  condition  indicates  in  what  low  esteem  public  service  is 
held  —  and  this  is  unfortunately  by  no  means  limited  to  the  county 
civil  service.  The  second  condition  points  in  the  main  to  an  inten- 
tional circumvention  of  the  Civil  Service  Law.  Taken  together 
they  constitute  a  partial  breakdown  of  the  merit  system.  For  if 
there  is  practically  no  competition  for  a  considerable  number  of 
examinations,  and  if  most  of  the  positions  are  already  filled  by 
provisional  appointees,  there  can  be  but  restricted  selection  of  the 
well  fitted,  to  say  nothing  of  the  best. 

Provisional  Appointees 

Beference  has  already  been  made  to  the  fact  that  three  or  less 
candidates  presented  themselves  for  exunination  in  eighty-six  of 


11  Ct.  39th  Annual  Report,  pp.  68  ff. 

I*  One  position  paya  $300  per  year  —  maintenance  ii  included  in  the  OMn- 
pcnaaUou. 

>■  Althougli  we  limit  the  diu'UBftion  in  thiB  sectiim  to  tbe  returna  from  the 
18  cminties  under  the  Civil  Service  CommiBBion,  we  asBume  that  eonditions 
are  no  better  in  the  other  counties  which  appoint  the  employeee  without 
Ktanda^d  methodH  of  Bflection.  Tbe  first-hand  inveatigationa  made  bf  out 
■taff  in  the  six  wleetcd  cmintieH  •rupport  thia  concluriou. 
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the  193  examinations.  It  was  also  pointed  out  that  real  competition 
hardly  came  into  play  in  these  cases,  since  the  appointii^  ofBcer  on 
account  of  the  rule  of  three  had  a  free  hand  to  appoint  whomever 
he  pleased,  even  if  the  candidate  just  made  a  passing  grade.** 

It  is  important  to  note  that  all  types  of  positions  from  physician 
to  elevator  conductor,  that  all  grades  of  salary  from  $600  —  $3,500. 
and  that  all  types  of  counties  from  Chautauqua  to  Westchester'* 
are  represented  in  the  list  of  examinations  that  attracted  three  or 
less  applicants. 

Since  it  is  generally  recognized  that  one  of  the  chief  canses  for 
the  limited  competition  for  an  existing  or  possible  vacancy  is  that 
the  position  is  being  temporarily  filled  by  a  provisional  appointee,** 
the  records  were  reviewed  for  the  purpose  of  discovering:  (1)  how 
extensively  administrative  officials  had  recourse  to  provisional 
appointments;  (2)  how  these  appointees  fared  in  the  examination; 
and  (3)  what  the  final  outcome  was  when  the  ultimate  appoint- 
ment was  made. 

The  following  summary  throws  light  on  this  situation: 

TABLE  No.  41 
Summary  of  Data  m  ExananeOioni  Jot  Periodt  1920-1921,  and  1821-1922 


It  appears  from  the  above  that  provisional  appointees  par- 
ticipated in  all  but  thirty-five  of  the  county  examinations  given 

'*  Thia  Is  Dot  merelj  an  h^potheftis,  for  Sfi  of  the  165  provisiotiBl  appoin- 
t«ea  who  were  ^ven  penuanent  appointment  after  exfimination  icMived  a 
rating  between   TO  and   79  ia   the   examinatioD. 

'°21  of  the  86  examinatkHis  with  three  or  leas  candidates  were,  an  a 
matter  of  fa^t,  for  positionB  in  Westphester,  which  is  generally  the  best 
paying  of  the  countieB. 

10  A  member  of  the  examtninj;  fori^e  in  the  Civil  Service  CommiBBton 
points  out  that  undue  respect  for  the  "  rights "  of  the  temporary  inctun- 
bent  to  the  position  frequently  deters  men  and  women  from  entering  the 
examination  who  would  otherwine  be  candidatea.  It  is  also  stated  on  good 
authority  that  politically  speaking  only  "the  elect"  .may  ever  expect  ap- 
pointment in  some  counties.  This  naturally  diecouragea  many  potential 
applicants  from  competing. 
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in  the  two  years.  In  other  words,  provisionals  were  found  in 
81  per  cent  of  the  examinatioDs.  It  is  pertiaps  to  be  expected 
that  165  or  63  per  cent  of  the  provisionals  received  permanent 
appointment. 

Concerning  the  standing  of  the  provisionals,  we  have  already 
noted  how  many  of  these  were  rated  between  70  and  79  in  the 
examination.  We  should  also  add  that  72,  or  28  per  cent  of  the 
total  number  (259),  failed  to  pass,  were  disqualified  or  did  not 
present  themselves  for  examination.  If  this  means  anything,  it 
means  that  appointing  officers  all  too  often  use  poor  judgment 
in  selecting  provisional  appointees. 

No  argument  is  necessary  to  prove  that  whether  this  abuse  of 
the  appointing  power  is  deliberate  or  due  either  to  the  lack  of 
foresight  in  failing  to  ask  for  an  eligible  list  well  in  advance  of 
appointment,  or  finally  to  a  limited  market  on  account  of  meager 
salaries  or  residence  restrictions,  it  should  be  vigorously  opposed. 
The  general  use  of  provisional  appointments "  is  undermining 
the  merit  system  and  must  ultimately  result  in  low  standards  of 


Kesidence  KeBtrictions 

A  further  explanation  of  the  limited  number  of  applicants  is 
the  requirement  that  in  most  eases  candidates  must  be  residents 
of  the  counties  in  which  the  vacancy  occurs.  It  is  impossible  to 
justify  this  limitation  of  the  source  of  supply,  except  on  the 
theory  of  "universal  competency;"  the  argument  being  that 
auyone  can  perform  the  business  of  govemmest  and,  therefore, 
that  local  taxpayers  or  their  dependents  should  be  preferred. 
At  times  it  is  also  ui^ed  that  acquaintance  with  local  conditions 
requires  selection  from  those  living  in  the  community. 

In  our  judgment  neither  of  these  arguments  is  valid.  Whether 
the  county  is  looking  for  a  superintendent  of  highways,  a  super- 
intendent of  mosquito  extermination  or  a  searcher  in  the  county 
clerk's  office,  it  should  aim  to  find  the  best-equipped  person  for 
the  position  who  is  available  and  willing  to  come  for  the  salary 
offered.  Obviously,  it  is  much  more  important  that  an  appointee 
should  be  a  master  of  his  calling,  whether  this  is  stenography  or 
the  X-Bay  machine,  than  that  he  should  happen  to  live  in  a 
certain  county.  If  the  candidate  from  the  county  concerned  in 
a  given  examination  does  not  rank  among  the  first  three  on  the 
eligible  list,  it  would  clearly  seem  to  be  in  the  interest  of  the 
county  to  eliminate  this  candidate  from  consideration.  So  long 
as  the  county  governments  were  small  concerns  spending  only 
a  few  thousand  dollars  per  year,  there  was  no  great  waste  caused 
by  keeping  county  offices  within  the  "  county  family,"  but  now 
that  over  half  of  them  are  annually  disbursing  over  $50,000  each 
and  about  one-third  from  $100,000  to  $2,500,W)9,  the  selection  of 
capable  employees  becomes  a  matter  of  prime  importance. 
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The  eliminstion  of  the  county  residence  reqairement  will  im- 
mediately aid  the  Civil  Service  (Commission.  It  is  already  the 
employment  agency  of  the  most  populous  counties,  and  conld 
handle  examinations  open  to  all  competitors  more  easily  than  to 
repeat  a  number  of  examinations  for  similar'  positions  within 
the  county  units. 

Since  the  commission  already  has  the  authority  to  give  state- 
wide examinations  and  certify  from  available  lists,  it  should  be 
instructed  to  ignore  requests  for  special  examinations  limited  to 
candidates  of  the  county  concerned  and  insist  that  appointments 
be  made  from  eligible  lists  already  at  hand.  In  ease  objection 
is  raised  to  this  procedure  on  the  ground  that  the  vacancy  in 
question  calls  for  localized  knowledge  or  specialized  ability,"  the 
Civil  Service  Commission  should  make  the  necessary  first-hand 
investigation  in  order  to  establish  this  fact  and  only  after  such 
investigation  render  a  decision.  But  under  no  circumstances 
should  it  limit  the  candidates  by  residential  restrictions  unless 
the  position  unmistakably  demanded  acquaintance  with  local  con- 
ditions. It  would  naturally  be  expected  that  other  things  beii^ 
equal  the  Civil  Service  Commission  would  extend  preference  in 
certifying  eligible  lists  to  qualified  candidates  resident  in  the 
county  filling  a  vacancy. 

Exemptions 

The  final  reason  for  the  limited  competition  in  examinations 
for  county  positions  is  that  many  desirable  positions  have  been 
exempted  from  competition  by  law  or  by  action  of  the  civil  serv- 
ice commission.^"  So  long  as  the  really  worth-while  positions  in 
county  administration  are  either  elective  or  appointive,  it  is  not 
to  be  expected  that  any  considerable  number  of  the  more  promis- 
ing young  people  will  be  interested  in  county  government  work 
as  a  career.  As  a  matter  of  fact,  there  are  comparatively  few 
competitive  positions  which  pay  $2,000  or  more,*"  although  this 

IB  A  few  state-county  ex&minationfl  without  county  restrictions  are  givm 
for  the  mora  usual  type  of  position,  such  a«  bookkeeper,  Bteno^Bpher-tfpist. 
ucretarinl  clerk  (tnd  assistant  steam  en^neer.  Thiity-three  sudi  eiumna- 
tioiM  occurred  in  ldZO-22.  Tlie  outstanding  reason  why  more  sndi  eiaia' 
inations  are  not  f^ven  and  more  extensive  use  is  not  tnsde  of  them  is  that 
the  appointing  officers  in  the  counties  trtipulate  some  special  <nialiftcatioD 
and  call  for  s.  special  examination.  The  commissioR  has  not  ttie  woriting 
force  to  determine  whether  these  requirement*  are  essential. 

!■>  Analysis  of  the  last  three  annual  reports  of  the  commissioB  go  to 
show  that  the  tendentrf  is  to  increase  rather  than  diminish  the  exempt  cltu 
so  far  as  the  more  desirable  positions  in  the  county  service  are  concerned. 
This  usually  happens  oii  the  ground  "that  competitive  or  noa-c(»npetititc 
examinations  for  these  positions  are  not  practicable." 

">  During  the  past  two  years  ezamiuiations  were  given  for  only  25  positioBii 
paying  $2,000  or  more.  Ten  of  these  openings  were  in  N«iMau  Onin^, 
6  in  New  York  City  Counties,  and  the  remaining  8  were  distribntnl 
throughout  all  other  counties  in  the  state.  It  is  also  worthy  of  note  thsl 
15  of  tlicae  positions  were  ultimately  filled  hy  appointees  who  foniKrIy 
served   as   provisionals. 
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is  generally  recognized  as  a  minimTim  family  wage  and  one  to 
which  a  full-fledged,  responsible  pablic  Berrant  has  a  right  to 
aspire.  Since  ambitions  young  men  and  women  are  as  much 
interested  at  the  outset  of  their  career  in  the  opportunity  for 
advancement  as  in  the  wage  paid,  it  must  be  expected  that 
position  in  the  county  government  will  make  little  appeal  to 
them  BO  long  as  the  more  responsible  and  adequately-paid  positioiis 
are  ordinarily  beyond  the  reach  of  the  rank  and  file  of  the  pnblic 
servants. 

The  common  justification  for  the  lai^e  number  of  positions 
being  in  the  exempt  class  or  in  the  unclassided  service  is  three- 
fold: (1)  that  policy  determining  positions  should  be  filled  by 
election  or  appointment;  (2)  that  positions  involving  personal 
relationship  or  of  a  confidential  nature  should  be  appointive; 
and  (3)  that  in  view  of  the  difBculty  of  selection,  important  ad- 
ministrative, scientific  and  technical  positions  are  necessarily 
appointive. 

No  one  will  dispute  that  those  determining  the  policy  should 
be  responsible  and  responsive  to  the  electorate.  It  may,  however, 
be  questioned  as  to  whether  such  positions  as  the  following  have 
policy  determining  functions:  treasurer,  county  clerk  and  sheriff. 
If  the  plana  for  county  organization  recommended  in  this  report 
are  adopted,  it  will  result  in  the  reduction  of  the  number  of 
elective  positions.  It  is  to  be  hoped  that  a  further  consequence 
win  be  that  those  trained  in  the  service  may  aspire  to  the  adminis- 
trative positions  on  a  merit  basis. 

The  argument  that  confidential  positions  should  be  appointive 
is  hardly  tenable  because  the  administration  of  government  is 
the  public's  business  and,  therefore,  should  not  involve  decisions 
and  policies  which  cannot  be  entrusted  to  the  discretion  of  a 
capable  and  well-trained  secretary.  It  may  be  that  a  few  such 
positions  should  be  permitted,  but  by  far  not  so  many  as  are 
now  excluded  from  the  merit  system.  This  group  includes  such 
positions  as  confidential  secretary  and  clerk,  court  stenographers 
and  messengers.  Posts  carrying  more  or  less  responsibility  are 
often  exempt  from  examinations  possibly  because  it  is  thought 
that  they  do  involve  policy  determination.  Actually  they  are 
administrative  positions.  Among  such  are  the  following:  pur- 
chaaing  agent,  matron  of  almshouses,  secretary  of  board  of  child 
welfare,  superintendent  of  county  building,  secretary  board  of 
equalization. 

There  is  no  valid  reason,  however,  why  administrative  positions 
of  this  type  as  well  as  those  of  a  scientific  and  technical  nature 
should  not  be  filled  on  the  basis  of  competition.  In  fact,  ample 
evidence  is  now  at  hand  to  prove  that  practically  any  type  of 
position  may  be  acceptably  filled  by  up-to-date  civil  service  pro- 
cedure. There  is  hardly  a  conceivable  method  of  examination 
that  has  not  been  used  by  one  civil  service  conunission  or  another 
in  this  country.  These  range  from  the  established  "  scholastic  " 
type  to  the  interview  for  the  highest  grade  of  scientific  and  pro- 
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fesaional  poBitions.  Scientists  and  technicians  of  standii^  aa  well 
as  the  appointing  officers  themselves  have  participated  in  the 
setting  Dp  of  the  eligible  list  for  special  technical  positions.  The 
fact  that  one  or  another  civil  service  commission  has  not  prog- 
ressed beyond  the  set  examination  of  the  old  style  does  not  prove 
the  impracticability  of  utilizing  modem  methods  of  testing.  The 
expansion  of  the  field  of  public  administration  on  one  hand  and 
recent  progress  in  methods  of  selection  nnquestionab^  demand 
more  than  ever  before  a  staff  agency  that  is  technieally  equipped 
and  devoting  itself  to  the  solution  of  the  problem  of  better 
selection. 

We  conclude  that  the  increasing  complexity  of  government  and 
the  technical  nature  of  many  of  its  functions,  and  the  improve- 
ment of  selective  tests  call  not  for  an  increase  of  exempt  positions, 
but  a  decrease  and  even  a  gradual  elimination  of  them.  This, 
in  turn,  entails  an  increase  in  the  appropriations  of  the  Civil 
Service  Commission  so  that  it  may  adequately  cope  with  expanded 
responsibilities. 

How  necessary  a  review  of  the  whole  situation  is  becomes 
apparent  when  examiQation  is  made  of  the  exempt  positions  in 
the  counties  now  under  the  merit  system.  There  is  a  marked 
lack  of  consistency  in  the  present  method  of  exemptions  as  will 
appear  in  the  following  table: 

TABLE  NO.   42 

Positiona   Exempt    in   Borne   Cottntiet   But    Xot    in  Othert 

Title                                                                                 Kxempt  Ocmpetitive  in 

Secretary    Child    Welfare   Bonrd 7  countiea  2  counties 

"       '      " ""■"     '         '~            "                           '    "  7  counties 


C  —  COMPENSATION  INSUSANOE 

Provision  is  made  in  the  Workmen's  Compensation  Law  *'  for 
insurance  against  accidents  to  the  workmen  of  comities,  towns 
and  villages.  According  to  this  section  they  may  insure:  (1) 
with  private  or  mutual  companies;  (2)  with  the  State  fund;  or 
(3)  by  self-insurance  through  levying  taxes  to  meet  costs  of  com- 
pensation.    This  last  is  usually  known  as  the  "taxation  ^stem." 

According  to  the  manager  of  the  State  insurance  fund,  only 
three  counties  (Erie,  Monroe  and  Westchester)  are  now  insured 
with  the  State. 

The  supervisor's  report  from  Franklin  (cf.  p.  81)  and  Steuben 
(p.  22)  indicate  that  they  adopted  the  "taxation  system"  or  self- 
insurance  in  1921  and  that  St.  Lawrence  and  Jefferson  had  pre- 
viously pursued  the  same  course.  The  former  counties  had 
originally  been  insured  with  private  companies  and  found  this  to 
be   a  very   expensive  procedure.      The  supervisors  of   Franklin 

iL  Chapter  616  of  the  Conw>lidated  Lawci,  1922,  SecUon  50. 
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county  estimate  that  they  would  have  saved  $6,000  in  six  years 
if  they  had  been  self-insured,*'  The  supervisors  of  Steuben 
county  **  go  even  further,  pointing  out  that  they  had  paid  only 
$900  in  the  form  of  compensation,  whereas  their  premiums  to 
private  companies  amounted  previously  to  $7,0G0-$8,000  per  year. 

The  costliness  of  insuring  with  private  carriers  cannot  be  qnea- 
tioned.  The  manager  of  the  State  fund  points  out  that  the  State 
rates  are  uniformly  15  per  cent  less  than  those  chai^:ed  by  pri- 
vate companies.  Furthermore,  the  State  fund  is  returning  15 
per  cent  of  the  premiums  in  the  form  of  dividends,  thus  bnnging 
the  net  cost  to  72^  per  cent  of  the.  nominal  rates  charged  by  pri- 
vate companies.** 

The  wisdom  of  self-insurance  may  be  questioned,  however.  The 
fact  that  the  costs  for  a  limited  period  of  time  in  the  counties 
considered  are  figured  by  the  hundreds  of  dollars  does  not  justify 
the  conclusion  that  serious  accidents  involving  indemnities  run- 
ning into  the  thousands  will  not  occur.  In  fact  experience  goes  to 
prove  the  likelihood  of  this.  The  officials  of  the  State  fund  point 
out  that  the  average  total  cost  of  all  fatalities  is  $5,000,  and  that 
a  death  case  alone  usually  costs  $10,000  when  the  family  consists 
of  a  woman  and  three  dependent  children,  whereas  a  case  of 
peroLanent  disability  is  estimatted  at  $15,000.  On  the  ground  that 
such  cases  may  easily  occur,  particularly  among  the  road  workers 
of  the  counties  and  towns,  it  would  seem  advisable  to  distribute 
the  risk  with  a  large  number  of  other  employers. 

The  desirability  of  spreading  the  risk  was  brought  to  the  atten- 
tion of  the  Committee  by  one  of  the  supervisors  of  St.  Lawrence 
county  who  reported  the  action  recently  taken  by  their  board 
with  reference  to  the  "Workmen's  Compensation  Law.  In  a  resolu- 
tion to  the  members  of  the  Senate  and  Assembly,  the  board  points 
out  that  the  change  in  the  Compensation  Law  requiring  each  and 
every  town  and  village  to  be  individually  responsible  for  compen- 
sation due  to  accidents  to  their  employees,  renders  the  individual 
towns  "liable  to  excessive  losses,  a  liability  which  no  town,  par- 
tienlarly  a  poor  one,  ean  afford  to  take."  The  St.  Lawrence 
supervisors  petition  their  representatives  in  the  Legislature  there- 
fore, to  have  the  law  amended  so  that  the  whole  county  will  be 
made  liable  for  its  own  as  well  as  the  compensation  charges  against 
its  political  subdivisions,  exclusive  of  the  cities,  as  was  provided 
in  the  original  law.'° 


12  Proceedings   of   Board   of  Superviaors,   1^1,  p.   79, 

>3  SuperviBore'  Proceedingi  for  1921,  p.  128. 

t^This  should  Ik  qualified  by  referring  to  the  fact  tbat  certain  of  the 
private  companies  are  mutiwi  companies  and  pay  an  annual  dividend  jiist 
am  tie  state  fund  doei. 

3s  Cf.  former  Workmen's  Compensation  Law,  section  3S.  One  of  the 
county  attorneys  interviewed  by  a  staff  member  repiorted  the  amendment  of 
this  law  bad  prompted  him  to  advise  the  towns  in  bis  county  to  insure 
in  private  companies.  He  estimated  that  the  cost  wduM  be  in  the  neigh- 
borhood of  $18,000  per  yaai. 
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The  remedy  for  the  undue  risks  of  self-insurance  whether  b; 
the  county  or  smaller  political  units  lies  in  the  judgmrait  of  the 
Committee  in  the  wider  use  of  the  State  Insarance  fund  that  is 
now  well  establi^ed  and  economically  administered.  Such  a 
move  seems  the  more  advieable  in  view  of  the  arratigement  pro- 
posed by  the  manager  of  this  fund.  As  it  is  quite  wiUiin  the  pro- 
visions of  the  Compensation  Law  that  the  Industrial  Commissioner 
ean  form  groups  of  the  emplc^ers  insured  and  establidi  premium 
rates  and  admiuiBtrative  costs  with  reference  to  such  groups,  it 
is  proposed  that  the  State  itself,  the  cities,  counties,  and  the  other 
political  BUbdlYiaions  of  the  State  insure  their  employees  with  tbe 
State  fund,  with  the  understanding  that  they  shall  form  a  special 
group  or  groups  '^  and  that  their  payments  shall  be  determined 
from  year  to  year  by  the  actual  total  cost  of  accidents  oecnrring 
in  the  given  year"  and  the  proportionate  cost  of  administrfttitm 
of  the  ^stem.  This  would  furnish  protection  on  a  current  pay- 
ment basis  rather  than  an  insurance  premium  basis." 

This  plan  is  really  nothing  more  nor  less  than  the  "  taxation 
system"  applied  to  the  whole  body  of  civil  employees  in  the  State. 
By  broadening  tbe  group  affected,  the  "taxation  system"  is  made 
safe.  In  view  of  the  probable  low  cost  of  administration,  it  would 
result  in  getting  protection  at  a  minimum  figure  and  p^ing  for 
neither  more  nor  less  than  was  needed  and  used.  Low  costs  over 
a  period  of  years  could  be  predicted  with  a  good  deal  of  assurance 
because  of  the  character  of  public  employment  which  for  the  most 
part  consists  of  clerical  wort  involving  a  minimum  amount  of 
risk  of  accident  and  disease.  If  governmental  employees  are  in- 
sured in  a  general  group,  whether  in  private  companies  or  the 
State  fund,  the  government  does  not  enjoy  the  full  advanta^  of 
this  fact.  Its  workers  are  preferred  risks  and  the  public  employer 
should  have  eorresp<aidingly  low  insurance  costs.  The  arrange- 
ment proposed  will  make  this  possible. 


**  Under  thia  arrangement  a  «epKrat«  group  might  be  orguund  for  asch 
political  subdiTision  a«,  for  ioetance,  the  citiea  [divided'  into  cl>wee),  the 
countiea,  towoe  and  villages.  If  experience  proved  that  there  waa  no  decided 
dilTeretice   in   the  accident  hazard   in,  variona  groups,   Ute   group«  might  be 

>T  This  determination  of  ajoounta  due  was  pr<q><Med  b^  the  state  insaraoce 
fund.  It  means  an  estimate  of  the  total  cost  of  all  accidents  occurring  from 
year  to  ;ear,  aa  that  each  generation  ot  taxpayers  would  currently  care  for 
accidents  to  ite  employeeB  and  there  wouM  be  no  accumulation  fof  future 
generationa.     Available   data   make  such  estimates  reasonably   accurate. 

IB  According  to  the  manager  of  the  state  insurance  fund,  if  New  Yort 
State  had  protected  itself  in  thio  way,  it  would  have  paid  {£16,000  for  the 
four  years  1917-1920,  whereae  the  full  premiums  payable  by  the  aUtS 
amounted  to  $634,000.     The  state  actually  paid  $424,000  io  ikti  period. 
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B  — BBTIKEMENT  07  8UPIKANHUATED  AlfD  DISABLXD 
EKPLOTEES 

A  sweeping  amendment  to  the  State  employees'  retirement 
system  was  enacted  in  April,  1922,  It  extends  the  system  to  cover 
the  employees  of  counties  and  cities  who,  with  the  approval  of 
their  several  employers,  may  elect  to  participate  in  the  State  re- 
tirement system.  It  further  forhids  the  counties  and  cities  to 
create  any  other  system  thus  definitely  prescribing  the  direction 
in  which  all  future  plans  for  retirement  of  county  and  city  em- 
ployees must  develop. 

Up  to  the  first  of  November,  1922,  only  a  limited  number  of 
coimtiea  had  availed  themselves  of  this  opportunity  of  providing 
proteotion  for  their  respective  employees  in  the  State  retiremeni; 
system.  They  are  as  follows:  Essex,  Hamilton,  Monroe,  Onon- 
daga, Bockland,  Saratoga,  Schenectady,  Steuben  and  Washington. 

On  the  ground  that  a  definite  plan  for  retirement  is  an  essential 
part  of  good  personnel  administration,  both  from  the  viewpoint 
of  the  employer  and  the  employee,  and  also  in  the  belief  that  the 
New  York  State  retirement  system  is  both  sound  and  economical, 
the  committee  suggests  that  steps  be  taken  to  inform  the  county 
officials  of  the  provisions  of  the  recent  amendment,  and  to  acquaint 
them  with  the  advantages  of  insuring  their  employees  in  the  State 
system. 

Further  on  the  ground  that  the  same  need  exists  in  the  towns 
and  villages  for  retiring  superannuated  and  disabled  employe^ 
under  fair  and  reasonable  conditions  the  committee  believes  that 
the  Legislature  should  extend  further  the  operation  of  the  retire- 
ment act  to  include  such  town  and  village  employees  who  with  the 
approval  of  their  respective  employers,  may  elect  to  participate 
in  the  provisions  of  this  act  under  the  same  conditions  as  to  con- 
tributions and  benefits  as  the  political  units  already  participating. 
The  committee  is  informed  that  such  an  extension  h^  been  favor- 
ably considered  by  the  Commission  on  Pensions. 

B  —  GENERAL  SUHHART  AMD  BEOOMBIENDATIONS 

The  average  county  ofBcial  considers  "  civil  service  "  a  neces- 
sary evil  and  a  hindrance  to  good  government.  This  was  the  view 
of  the  committee  before  it  had  given  careful  attention  to  the 
problem  of  personnel.  We  have  come,  however,  to  feel  that  very 
little  advance  can  be  made  in  the  efficiency  of  local  government 
without  finding  better  material  to  take  charge  of  the  growing  ad- 
ministrative work  of  government.  And  we  may  say  this  in  spite 
of  the  fact  that  we  have  been  deeply  impressed  by  the  many 
splendid  and  able  men  whom  we  have  met  in  all  sections  of  the 
State  who  are  giving  largely  of  their  time  to  public  service.  If 
such  men  were  to  be  found  in  every  public  office,  there  would  be 
no  peisonnel  problem. 
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This  committee  believes  that  the  time  has  come  for  government 
ofBcials  and  for  the  public  to  look  at  the  merit  system  in  a  new 
light.  It  is  probably  true  that  "civil  service"  to  date  has  been  nf 
little  value  in  securing  good  men  for  county  work.  We  have 
called  attention  to  some  of  the  reasons  for  this  condition.  There 
is  no  reason,  however,  why  the  merit  system  should  not  be  reformed 
for  the  future  and  utilized  to  its  full  extent  in  the  interests  of 
good  service  and  economy.  During  the  l&st  ten  years  the  business 
world  has  learned  that  the  greatest  wastes  of  industry  are  to  be 
foQnd  in  bad  handling  of  personnel  problems.  To  correct  this, 
the  progressive  concerns  are  creating  a  special  oflBce  to  look  after 
the  selection,  appointment,  promotion,  pay,  and  retirement  of  the 
workers.  We  believe  that  the  same  thing  should  be  done  in  govern- 
ment and  that  the  Civil  Service  Commission  is  the  best  means  now 
at  hand  for  making  a  beginning  in  this  direction. 

Beoommendatioiu 

In  line  with  this  general  policy,  the  committee  recommends: 
With  regard  to  county  salary  rates  — 

1.  That  the  Civil  Service  Commission  prepare  recommenda- 
tory specifications  for  typical  positions  in  the  counties  of  the 
State,  including  both  those  under  the  merit  system  and  those 
not,  and 

2.  That  on  the  basis  of  this  classification  the  Board  of  Esti- 
mate and  Control  prepare  annually  a  normal  salary  scale  for 
typical  positions,  naturally  taking  into  account  difference  in 
responsibilities  in  counties  of  varous  sizes  and  areas  as  well 
as  differences  in  the  cost  of  liring  and  the  "  going  wage  "  in 
the  localities  concerned. 

With  regard  to  selection  — 

3.  That  the  Legislature  instruct  the  Civil  Service  Commis- 
sion to  review  the  whole  list  of  positions  now  exempt  and  re- 
vise the  lists  according  to  a  consistent  policy.  Such  a  revision 
should  aim  to  put  the  classified  administrative,  the  so-called 
confidential,  and  the  technical  positions  in  the  competitive 
class. 

4.  That  the  Civil  Ser\'ice  Commission  cease  the  practice  of 
giving  examinations  under  residential  restrictions,  except 
when  its  own  investigation  has  shown  the  need  of  acquain- 
tance with  local  conditions.  This  involves  an  increase  of  ap- 
propriations for  the  county  work  of  the  commission. 

With  regard  to  compensation  insurance  — 

5.  That  steps  be  taken  to  bring  about  the  formation  of  a 
special  group  or  groups  under  the  State  insurance  fund,  con- 
sisting of  the  State,  the  counties,  towns  and  villages,  or  of 
different  groups  on  the  basis  of  functions,  with  the  under- 
standing that  annual  assessments  be  charged  on  a  group  basis 
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aittounting  to  the  actual  total  eo»t  of  aeeidents  for  the  g^ven 
year,  plus  pFoportionate  charges  for  administration  of  the 
fund. 

With  regard  to  retirement  — 

6.  That  county  authorities  be  informed  of  the  advantages  of 
joining  the  State  retirement  system. 

7.  That  the  State  retirement  system  be  extended  by  law  to 
cover  town  and  villa^  employees. 

The  above  reconnoendations  are  ccnsiatent  with  laws:  gDvexmng 
conntT  employswnt  poliaies.  alreadiy  eonacted  aa  welL  as  with 
policies  in  focce  in  pnvata  buM;Be68.  la  the  main  their  aiiopCivB 
calk  fM  ao  further  legislation,  but  rather  the  ejseeution  o£  in«re 
thoroughgoing  administration  of  existing  enactments. 

Beferenee  to  the  civil  service  law  will  show,  for  example,  that 
the  Civil  Service  Commission  is  instructed  to  sover  all  counties,  to 
classify  county  positions  when  practicable,  to  require  selection  from 
any  eligible  list  that  is  available,''  to  determine  what  positions 
shall  be  exempt,  and  to  develop'  examination  procedure  aa  it  sees 
fit.  Since  the  salary  standards  to  be  set  up  by  the  bureau  of  esti- 
mate and  eontrol  are  to  be  oaly  recoannendatory,  enabling  legisla- 
tion will  be  unnecessary. 

It  should  be  pointed  out  that  the  recommendations  with  regard 
to  compensation  iDSuraoee  require  no  legislative  action.  The 
State  insurance  fund  should  take  active  measures  to  acquaint  the 
various  political  units  with  the  proposed  action.  The  counties 
petitioning  the  Legislature  to  amend  further  recent  amendments 
and  the  towns  waiting  to  see  what  the  Lein^l&^ui's  is  planning  to 
do  for  them  in  their  present  plight  are  arguments  for  immediate 
action  on  the  part  of  the  State  insurance  fund  if  the  above  pro- 
posal proves  to  be  acceptable. 

The  recommendations  submitted  above  do  call,  however,  for  an 
expansion  of  the  activities  of  the  State  Civil  Service  Commiasion  sO' 
far  as  it  is  responsible  for  county  work.  This  is  primarily  a  ques- 
tion of  finances.  If  the  commission  is  to  function  satisfactorily 
along  the  lines  indicated,  it  must  have  a  larger  staff: 

(1)  For  the  purpose  of  covering  all  counties  and  classify- 
ing all  positions  in  all  counties;  (2)  for  the  purpose  of  keep- 
ing more  detailed  records,  thus  enabling  it  to  forecast  needs 
and  have  eligible  lists  ready  to  hand;  (3)  to  keep  in  more 
direct  contact  with  county  officials  and  make  necessary  field 
investigations;  (4)  to  develop  new  types  of  examinations  more 
id  keeping  with  the  requirements  of  specific  positions;"  (5) 


» Tbat  is  to  say  that  reetrictionB  a 
are  not  mand&tarr.  Indeed,  it  is  w 
ignore  itate  barriers  if  it  ieea  fit, 

»o  It  is  reported  by  the  comtnJBBidn  that  lack  of  force  has  made  it  diffl 
cult  to  improve  the  county  examinatioDB  as  rapidly  as  the  etate  exam- 
inations. 

l!0,l,,-CMh,.COOgIC 


258  Report  of  Special  Jqiht  Committee 

to  serve  as  a  clearing  house  for  information  both  as  to  possibl 
opening  and  desirable  applicants;  and  (6)  to  build  up 
reputation  for  the  public  service  as  a  desirable  field  of  emplat 
ment. 

We  conceive  of  the  Civil  Service  Commission  as  the  cmplojiE'-:. 
agency  of  both  the  counties  and  the  State  as  pabUc  employee 
but  not  as  a  cheeking  and  restrictive  agency.  At  present  it  nec^ 
sarily  functions  in  the  latter  capacity.  Its  work  for  the  counriis 
is  largely  of  a  clerical  nature.  It  rarely  comes  in  direct  contact 
with  the  county  positions  for  which  it  is  examining. 

If  properly  financed  and  properly  staffed,  however,  it  miphi 
perform  important  constraotive  v/otk.  Its  tat^  vonld  be  to  &s^ 
in  making  the  local  governments  better  employers  and  to  make  it 
widely  known  that  they  are  good  employers.  Prerequisites  for  iht 
upbuilding  of  the  county  service  are  a  sound  recruiting  polict. 
reasonable  salaries,  opportunities  for  promotion  from  smaller  lo 
larger  units,  general  recognition  of  merit  through  some  metfaoi)  if 
rating  efficiency.  Further,  it  is  of  the  utmost  importance  ihal 
public  opinion  should  then  be  aroused  to  appreciate  the  worth- 
whilenesa  of  public  service,  and  that  the  schools  and  colleges  shoulii 
increasingly  be  expected  to  contribute  their  quota  of  graduates  to 
government  service.  As  in  other  countries,  public  educatiooE- 
institutions  should  cooperate  in  training  and  raising  the  public 
service  to  a  high  plane  and  holding  it  on  a  high  plane. 

The  high  cost  of  government  and  particularly  the  high  cost  nf 
personal  se^^■ice  makes  mandatory  some  progressive  action.  Sine- 
county  payrolls  total  over  twelve  millions  anntially,  it  behoovl■^ 
the  State  to  spend  a  good  deal  more  than  $10,000  per  year "  ti 
make  this  a  profitable  investment.  This  is  less  than  two-t«nths  nf 
1  per  cent  of  the  payroll.  It  seems  clear  that  at  least  one  oflBciii 
in  the  commission  should  devote  his  full  time  to  the  county  worfc. 
This  would  make  pos.sible  a  start  in  the  direction  outlined  smi 
would  ultimately  provide  a  pr<^am  for  farther  prepress. 

Bi  It  is  eRtimatei]  tliHt  nbout  10  per  cent  of  tlie  fotsi  annnal  approprii'.ii  i< 
to  the  civil  servirc  e<»ninlmoii,  which  ii  (100,000,  ia  dwoted  to  tbr  i«r 
fomutnce  of  the  county  woric. 
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CHAPTER  XI  —  TOWN  ADMINISTRATIVE  iDlfiTRICTS 

A  —  THE  OENZBAL  SITUATION 
Town  FoQctiona 

Town  government  is  generally  charged  with  such  duties  as 
buildii^  town  highways,  taking  care  of  the  poor,  protecting  the 
public  health,  supervising  elections,  administering  justice,  and 
assessing  property  throughout  the  whole  town  area.  In  addition, 
the  town  government  serves  as  an  agent  in  distributii^  school 
moneys  among  the  various  school  districts  within  the  town.  In 
undertaking  these  latter  activities  the  town  is  in  reality  an  ad- 
ministrative subdivision  of  the  county  or  State.  State  and  county 
officials  either  have  a  direct  administrative  relationship  or  con- 
trol of  the  policies  of  tbe  town  ofBcers  by  right  of  the  financial 
aid  which  they  contribute. 

In  many  towns,  however,  particularly  where  the  people '  have 
drifted  t(^ether  to  form  small  population  centers,  the  town  gov- 
ernment is  called  upon  to  furnish  additional  services  of  a  very 
different  nature.  These  services  include  water  supply,  fire  pro- 
tection, street  lighting,  waste  collection  and  sewerage  disposal,  and 
the  paving  and  care  of  streets.  The  demand  for  these  services 
arises  from  the  concentration  of  population  in  relatively  small 
areas  within  the  town  bonndaries.  Many  of  these  groups  are  not 
large  enough  to  warrant  the  adoption  of  the  village  or  city  form 
of  government  so  that  the  town  board  has  been  ciUed  upon  to 
anpply  these  improvements  and  services.  To  provide,  first,  for 
administration  and,  second,  for  the  equitable  distribution  of  ex- 
pense "special  districts"  have  been  -created. 

History  of  Special 'Districts 

Special  dietriets.are  o£  relatively  recent  origin.  It  was  not  un- 
til 1880  that  reference  is  made  to  them  in  the  law.  In  that  year 
boards  of  supervisors  were  empowered  to  estabti^  fire  districts 
in  any  imincorporated  village  «nd  to  authorize  aooh  districts  to 
procure  water  and  fire-tlghting  apparatus.  Lamp  »r  lighting  dis- 
tricts were  next  to  be  authorized.  In  1892  the  Legislature  Author- 
ized town  boards  to  set  up  such  areas  aad  to  enter  into  lighting 
contracts  for  a  period  not  to  exceed  three  years.  In  1894  pro- 
vision was  made  for  the  collection  of  animAl  and  vegetable  refuse 
in  villages  over  10,000  and  in  special  districts  mtabliibed  for  the 
purpose  by  town  boards.  Years  in  which  other  types  of  special 
administrative  districts  were  first  authorimd  are  as  follows:. water 
supply,  1900;  sewer,  1901;  sidewalk,  1910,  parks  1916;  water  and 
sewer,  1918 ;  and  police,  1920. 

1261) 
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Cnatioii  of  Special  Diitrieti 

The  present  procedure  for  the  creation  of  special  districts  t> 
by  petilim  of  a  certain  percentage  of  the  property  ownos  re- 
siding in  the  area  to  be  sapplied  with  the  new  serriee.  The  pe- 
tition is  addressed  to  the  town  board  with  one  exception  where 
the  county  board  of  supervisors  receives  the  petition.  Accord- 
ing to  the  particular  type  of  district  being  advocated  the  town 
board  "may"  or  "shall"  establish  the  district.  In  some  few 
cases  the  town  board  may  take  the  initiative  and  construct  a  dis- 
trict. In  the  important  matter  of  administration  of  the  district 
there  is  also  considerable  variation  in  procedure.  The  district 
may  be  under  the  supervision  of  three  commissioners  either 
elected  by  the  district  or  appointed  by  the  town  board  or  town 
supervisor.  For  many  classes  of  districts  the  representative  com- 
mission is  dispensed  with  and  the  town  board  assnmes  direct  CMi- 
trol. 

These  districts  are  erected  for  such  purposes  as  the  constroc- 
tton  of  a  sewerage  system,  the  building  of  roads,  the  lighting  of 
streets,  or  the  securing  of  police  and  fire  protection.  To  meet 
the  expense  of  the  particular  improvement,  town  bonds  are  issued 
which  are  an  obligation  of  the  town,  bat  are  liquidated  out  of 
moneys  raised  in  the  district.  There  is  one  tji>e  of  improvement 
for  which  the  bonds  are  an  obligation  of  the  district  itsdf.  When 
the  improvement  involves  construction,  the  work  is  contracted  for 
by  the  town  board  or  by  the  commission  if  there  be  one.  The  ex- 
pense is  then  assessed  on  the  property  immediately  bene6ting,  on 
the  district  as  a  whole,  and  on  the  town  generally,  in  varj'ing  pro- 
portions aeeordiog  to  the  type  of  improv^nent.  Maintenanoe  ex- 
pense is  a  general  tax  on  the  district.  Services  such  as  street 
lighting  and  water  supply  are  contracted  for  and  paid  for  by  the 
entire  district.  In  distributing  these  expenditures  over  the  pro- 
perty in  the  district,  the  tax  rolls  of  the  town  assessors  are  tised. 
A  tabulation  of  the  share  to  be  paid  by  each  property  owner  i-^ 
.submitted  annually  throu^  the  town  supervisor  to  the  county 
board  of  supervisors  and  is  toelnded  in  the  extenMon  of  general 
town,  connty  and  State  taxes. 

Excluding  the  larger  districts  of  highways,  pnblic  health  and 
schools,  there  are  ten  distinct  types  of  districts  each  devised  to 
administer  some  one  service.  As  would  be  expected,  the  demand 
,  for  one  such  service  is  accompanied  by  a  demand  for  many  of 
the  others  so  that  these  community  groups  within  the  town  are 
served  by  numerous  districts  which  are  adjacent,  coterminous  and 
overlapping.  There  have  been  some  attempts  to  consolidate  dis- 
tricts wbieh  cover  the  same  territorj-  and  some  few  examples  of 
annexation  of  new  areas.  It  is  generally  the  custom  to  create 
new  districts  rather  than  enlarge  existing  ones. 

Legal  Baiit 

The  statutory  provisions  regulating  districts  are  listed  in  the 
accompanying  table  (Table  No.  43).    It  will  be  seen  that  in  ad- 
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(litiOD  to  the  different  classes  of  districts  there  is  often  more  than 
one  plan  by  which  the  same  improvement  can  be  secured.  There 
has  also  beien  considerable  special  legislation  for  towns  whose  pe- 
culiar problems  arising  from  nearness  to  cities  seem  to  require  it. 

TABLE  No.  43 
Slatukry  Proeiaiott*  for  Sptaal  Town  DatrieU 


■W^ta  (Upply  A. 
n'stcrniptriy  B... 


Town  La*  3flO 

Town  Law  3S0 

TewtiL<t«281 

Trau.  Corp.  81 

Town  Law  283 

Town  Uw  1»  Cwwlal) 

County  Law  38 

Town  Law  aSO 

Town  Law  31S  (•padd) 

Town  Law  B30  (uMiiBl) 
Town  Law  Stttapaciali. 

Town  Law  478  (ipeoial) 


Town  board... 
Town  boaid.. . 
Town  board.,. 

Town  board.. . 

County  boud 

■up«rviaoTB. 

Town  boaid,. 

Town  board.. 
Town  boaid.. 


These  districts  possess  varying  degrees  of  importance.  Often 
they  may  be  actual  administrative  subdivisions  of  the  town,  while 
in  some  cases  they  are  little  more  than  assessment  districts  — 
areas  for  equitably  spreading  certain  expenditures.  Whatever 
may  be  the  character  of  the  district,  it  is  quite  evident  that  many 
towns  are  attempting  to  furnish  municipal  services  in  this  way. 
The  Committee  wishes  to  emphasize  the  fact  that  these  districts 
are  not  minor  phases  of  town  government.  In  the  more  populous 
riural  centers  they  are  the  more  important  part  of  town  govern- 
ment and  frequently  cost  more  than  the  town  government  itself. 


B  —  SAMPLE  DISTRICTS 

In  all  of  the  counties  that  are  growing  in  population  the  people 
have  been  shifting  from  the  farms  toward  the  population  centers. 
Around  the  larger  cities  and  villages  new  groups  of  homes  and 
small  business  centers  have  been  springing  up.  In  such  places, 
special  districts  have  been  created.     It  is  not  possible  to  give  a 
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picture  of  all  of  the  districts  that  have  been  eet  up  in  the  Stale. 
The  Committee  is,  therefore,  presenting  .certain  samples  to  il- 
lustrate the  general  condition.  These  samples  are  the  totvii  of 
Harrison  in  Westchester  county ;  the  towns  of  Cheektowaga,  Ton- 
awanda.  West  Senaca  and  Amherst  in  Erie  county ;  and  the  town 
and  village  of  Green  Island  in  Albany  county. 

1  —  Town  of  Harrisoo 

The  town  of  Harrison  is  situated  in  the  sonthem  end  of  West- 
che-ster  county  and  has  a  population  of  a  little  more  than  5,000. 
In  shape  it  resembles  that  of  a  boot  and  contains  approximatelv 
twenty  si^uare  miles.  The  population  is  cono^itrated  in  two  areas 
at  opposite  ends  of  the  town.  The  section  between  these  two 
communities  is  taken  up  by  large  estates  and  small  farms.  The 
toivn  is  not  immediately  adjacent  to  any  city. 

Ilarrition  is  a  representative  example  of  a  town  administering 
its  district  services  in  accordance  with  the  provisions  of  the  Gen- 
eral Town  and  Cwnnty  Law.  Five  of  the  districts  are  under  the 
dirsot  supervision  of  the  town  board  and  three  are  administered 
by  eonunisfiions  appointed  by  the  town  board. 

E^enditnres  by  Dktricts 

A  ipreliminary  itoipression  of  the  number  ^  4i9tJtct«,  the  method 
of  administration  and  the  amount  of  money  expended  in  each  may- 
be gathered  from  the  following  table: 

TABLE  No.  44 

special  District*  and  TMr  Expenditure$,  Town  of  Harruan 


TtPB  of  DlBTHlCT 

Eetimatea 

expeudituna. 

1922 

light  No.  3 

1  ,-912  00 

26,503  75 
5,3S2  30 
10,958  73 

Water  No.  1 

Water  No.  2 

Water  commiwion  No.  1 

Ratio:  dktrict  t«  general  town 

55.2  p«- cent 

'  Tbeee  figurps  are  for  District  Ko.  1  only ;  District  No.  2  crested  aubsequenlly. 
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The  districts  spend  abont  Half  as  mireh  as  the  general  town 
government.  This  indicates  that  no  small  part  of  the  functions 
of  town  government  in  Harrison  arise  from  the  need  of  these  dis- 
trict services.  Actually,  police  protection  is  administered  througli 
a  police  district  which  takes  in  the  whole  town.  W^ere  this  ex- 
penditure of  $30,192.65  transferred  from  the  general  town  to  the 
special  district  expenditures,  the  ratio  would  of  course  be  con- 
siderably increased.  And  it  would  seem,  too,  that  these  district 
expenditures  for  construction  and  maintenance  are  of  such  a  na- 
ture as  to  increase  at  a  more  rapid  rate  than  such  general  town 
expenses  as  those  for  assessment  of  property,  collection  of  taxes, 
election  and  health  work.  In  sewer  district  No.  1,  for  example, 
the  expenditure  of  $26,503.75  in  1922  is  to  W  inereaaed  t9 
$40,482,50  in  1923. 

It  should  also  be  noted  that  while  only  three  o£  the  eight  dis- 
tricts were  under  the  supervision  of  commissioners,  nevertheless 
they  account  for  66  per  cent  of  the  tota/  district  expenditures. 
This  is  some  indication  of  their  relative  Importance. 

Town  Board  Adlmhiistrative  Districts 

The  town  board  concerns  itself  tlircctly  with  the  administration. 
of  six  districts  —  three  light  districts,  two  sidewalk  and  one  gar- 
bage district.  These  matters  are  taken  up  at  regular  board 
meetings. 

The  light  districts,  were  established  by  petition  under  the  pro- 
visions of  section  260  of  the  Town  Law.  These  petitiois  Sxed 
the  boundaries  ef  the  districts  and  constituted  an  acceptance  of 
the  statutory  provisions  regulating  the  particiiJar  type  of  district. 
A  town  board  is  not  permitted  to  constmct  or  purchase  a  lighting 
plant.  So  for  each  district  the  town  board  negotiates  a  contract 
for  the  furnishing  of  street  lights.  The  lighting  company  supplies 
the  standards  and  charges  an  annual  rental  per  lamp  with  a  rebate 
for  lights  not  burning.  Maintenance  is  included  in  the  lighting" 
company  servica  Lighting  requires  little  attention  from  the 
board.  An  annual  contract  i»  made  and  "lights  out"  are  reported 
by  policemen.  No  other  supervision  is  neceasary.  The  districts 
are  but  areas  over  which  the  expense  is  to  be  distributed. 

There  are  now  two  siikwaUc  districts,  established  under  sec- 
tion 250  of  the  Town  Law,  upon  petition  of  the  property  owners 
in  the  proposed  districts.  Before  sidewalks  are  constructed  a  m«- 
jority  of  the  property  owners  fronting  on;  the  proposed  walk  must 
petition.  The  town  board  may  either  contract  for  the  improve- 
ment or  have  it  done  under  the  supervision,  of  the  town  highway 
superintendent.  It  is  this  latter  procedure  that  has  been  adopted 
in  Harrison.  Town  bonds  are  issued  for  the  improvement  and 
paid  off  by  an  assessment  of  three-fourths  on  the  property  abnt- 
ting  and  one-fourth  on  the  district  generally.  After  the  worlc  is 
completed  maintenanoe  is  directed  by  the  superintendent  of  high- 
ways and  the  expense  assessed  on  the  district.  N'o  great  amount 
of  this  work  has  been  done  and  it  is  of  such  a  nature  as  not  to 
require  large  outlays  of  money. 
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The  town  txierd  has  gone  more  extensively  into  the  collection 
of  garbage.  The  district  that  was  established  under  sectitm  320 
of  the  Town  Law  is  quite  extensive  and  includes  within  its  bound- 
aries two  light  districts  one  sidew&lk  district  and  a  water  district. 
Two  trucks  have  been  purchased  and  a  regular  force  of  firemen  is 
maintained.  This  work  is  under  the  direction  of  a  foreman 
appointed  by  the  board.  Three  collections  are  made  weekly  from 
all  residents  in  the  district.  It  is  estimated  that  $8,220  will  be 
required  for  1923.  This  cost  of  operation  is  distributed  over  the 
whole  district.  This  is  a  continuous  rather  than  periodic  serrice 
and  the  most  important  district  function  over  which  the  board  has 
direct  supervision. 

AdmiuiitratiTe  Oomniiuioiui 

For  some  few  of  the  district  services  it  has  been  considered  a 
good  plan  to  decentralize  to  s(Hne  extent.  This  has  been  done 
where  the  improvements  involve  the  expenditure  of  considerable 
amounts  and  a  greater  degree  of  supervision.  There  has  also  been 
the  realization  that  the  residents  in  such  a  district  have  some  per- 
sozLal  interest  in  the  prosecution  of  the  work.  These  factors  have 
resulted  in  the  creation  of  commissioiis  appointed  by  the  town 
board  from  property  owners  in  the  district.  In  Harrison  water 
supply  and  the  sewerage  system  are  services  administered  under 
this  plan. 

The  sewer  district  established  under  Town  Law.  section  230,  n-as 
by  petition.  This  petition  outlined  an  area  taking  in  very  close 
to  one-flfth  of  the  town  —  somewhat  lat^r  than  the  4)re\iously 
described  garbage  district.  However,  it  was  not  the  intent  to  de- 
velop a  complete  system  at  one  time.  While  a  complete  plan  must 
accompany  the  petition,  the  town  board  may  direct  the  construc- 
tion of  any  part  thereof  as  requested.  By  order  of  the  board  three 
commissioners  were  appointed  to  hold  office  at  the  pleasure  of  the 
board.  Their  compensation  is  not  to  exceed  $3  per  day  and  is 
designated  by  the  board. 

This  sewer  commission  has  complete  charge  of  the  development 
of  the  system.  They  may  advertise  for  proposals  and  make  con- 
tracts. They  may  employ  engineers  and  inspectors.  They  are 
responsible  for  the  maintenance  of  the  system  and  for  that  pur- 
pose employ  a  superintendent  to  supervise  the  work.  This  em- 
ployee is  also  responsible  for  the  inspection  of  house  plumbing. 
There  are  frequent  extensions  to  the  system  and  many  requests 
for  permits  to  connect.  Regolar  weekly  meetings  of  the  Commis- 
sion are  found  necessary  to  properly  take  care  of  the  work.  Town 
bonds  are  issued  to  meet  the  coat  of  construction.  The  cost  of 
lateral  sewers  is  paid  by  abutting  property  owners.  Trnnk  line 
construction  and  general  maintenance  are  distributed  over  the 
entire  district.  While  the  commiasion  possesses  liberal  powers  of 
administration,  they  are  nevertheless  the  appointees  of  the  town 
board  and  as  such  must  report  to  them.  With  the  board  they 
must  file  the  apportionment  of  construction  costs  and  an  annual 
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estimate  of  expenditures  which  are  to  be  included  in  the  annual 
tax  roll.  They  must  also  file  annually  with  the  town  clerk  a  state- 
ment of  receipts  and  expenditures.  In  view  of  the  $40,000  to  be 
expended  in  1923,  and  the  fact  there  is  a  bonded  indebtedness  of 
$4^2,500,  this  is  beyond  a  doubt  the  most  important  district 
ser\-ice. 

Water  district  Xo.  1  has  been  established  in  accordance  with 
the  Town  Law  section  282.  Such  a  district  is  erected  by  petition 
of  the  taxable  owners  when  it  is  proposed  to  construct  and  oper- 
ate a  district  water  supply  system.  In  this  case  the  system  was 
constructed  from  the  proceeds  of  a  bond  sale  and  no  as9es.si:]<;nt 
vras  made  on  property.  The  interest  and  principal  on  tlie  bonds 
have  been  paid  from  water  rentals  and  fees  for  conneeting  intu 
the  lines.  This  plan,  accompanied  as  it  was  with  over-extension 
of  water  lines,  has  caused  some  embarrassment.  Three  resident 
taxpayers  are  appointed  by  the  town  board  to  serve  for  three 
years.  This  water  commission  has  the  power  to  employ  a  super- 
visory engineer,  to  acquire  property  by  cwidemnation,  to  estab- 
lish a  scale  of  rents  and  to  adopt  ordinances.  An  annual  report 
must  be  filed  with  the  town  clerk.  In  addition  to  furnishing  a 
private  service  fire  hydrants  are  also  supplied.  In  this  area  a 
volunteer  fire  department,  financed  by  subscription,  has  been 
organized.  There  is  no  official  fire  district.  The  provision  of  a 
fixed  term  of  office  for  the  commissioners  is  an  additional  stop 
toward  decentralization. 

Water  district  No,  2  seems  to  have  adopted  some  of  the  preroga- 
tives of  the  district  N'o.  1  some  miles  away.  Although  district 
Xo.  2  makes  no  pretense  of  operating  a  district  supply  system  and 
is  content  with  a  contract  service,  it  has  been  provided  with  three 
commissioners.  Section  81  of  the  Transportation  Corporatioat 
Law,  which  provides  for  contracting  by  the  town  board  with  a 
corporation  for  water  service,  makes  no  mention  of  an  administrn- 
tive  commission.  In  reality  the  greater  part  of  the  responsibilities 
of  this  commission  center  around  the  furnishing  of  fire  protection. 
Originally  there  was  a  fire  district  coterminous  with  the  water 
district.  They  were  subsequently  consolidated  when  the  water 
commission  took  over  the  control  of  fire  protection  as  permitted 
under  section  413  of  the  Town  Law,  This  is  another  important 
district  spending  over  $12,000  annually  and  having  a  bonded  in- 
debtedness of  $75,000. 

Finally,  there  is  the  administration  of  police  which  is  in  reality 
a  district  function,  although  in  Harrison  the  district  limits  and 
those  of  the  town  have  been  made  coterminus.  I'nder  section  319 
of  the  Town  Law  a  town  board  in  a  county  adjoining  a  city  of  the 
first  class  may  establish  and  define  the  bounds  of  a  police  district 
or  police  districts  in  such  town  outside  of  any  incorporated  village. 
This  has  been  taken  advantage  of  and  another  commission  has  been 
appointed  by  the  town  board  to  sen'e  at  the  pleasure  of  the  board. 
A  force  of  fifteen  officers  is  maintained,  all  appointments  being 
made  by  the  police  commission.  An  annual  report  and  estimate 
is  presented  to  the  town  board. 
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Batore  Szpansioit  of  District  SeryioM 

TJn()oubted]y  the  present  list  of  districts  wilt  be  added  to  shortly. 
A  new  light  district  and  possibly  a  garbage  district  are  under 
consideration  noTv.  As  yet  no  policy  of  expansion  has  been 
adopted.  "Hie  sewer  commissioners  are  proceeding  by  the  exten- 
sion of  the  present  district,  while  the  town  board  proposes  to 
ftn-nish  additional  lighting  service  by  the  creation  of  a  new 
district. 

One  feature  stands  out  prominently,  and  that  is  the  compact 
grouping  of  the  present  districts  into  two  areas  about  five  miles 
apart.  That  to  the  south  contains  about  three  and  one-half  square 
miles  and  includes  five  complete  districts  and  most  of  the  sewer 
district.  The  northern  area  is  much  smaller,  being  hut  a  square 
mile  in  area,  buf  contains  three  complete  districts  which  are 
essentially  coterminous. 

2. —  Towns   of:  ahe«htowies>   Ttummida,   W«st   Seneca   and 

Amherst 

These  four  towns  are  located  in  Erie  county  and  borda-  on  the 
city  limits  of  Buffalo.  Because  of  this  muiy  of  their  problrans 
are  of  an:  urban  nature  and  it  has  been  considered  necesBary  to 
vary  somewhat  from  the  procedure  of  the  General  Town  Law.  To 
meet  their  needs  article  34  was  provided  in  1&95.  Aa  amended  it 
now  applies  to  any  town  having  a  population  of  over  3,000,  and 
situated  within  a  county  having  a  population  of  400,000  or  up- 
wards and  adjoining  a  city  having  a  population  of  over  350,000. 

Under  such  conditions  it  is  to  be  expected  that  then  will  he 
found  some  variation  from  the  methods  of  district  administratioB 
as  defined  by  the  General  Law.  Only  those  features  will  be  em- 
phasized which  are  essentially  different  from  the  procedure  in 
Harrison. 

Town  of  Oheoktowaga 

The  city  line  of  Buffalo  forms  the  w&stern  boundary  of  the 
town  of  Cheektowaga,  The  town  is  traversed  by  several  railroads 
and  contains  a  number  of  large  industries.  It  has  a  population 
of  11,923,  which  includes  the  two  villages  of  Sloan  and  Depew  of 
1,791  and  500  respectively.  Sloan  is  adjacent  to  Buffalo,  while 
Depew  is  in  the  eastern  section  and  lies  partly  in  the  town  of 
Lancaster. 

Cheektowaga  is  an  excellent  example  of  the  extent  to  which  dis- 
tricts can  be  developed.  At  present  there  are  some  twenty-odd 
special  districts  serving  the  town.  A  general  impression  of  their 
nature  and  the  amount  of  money  expended  in  each  is  given  in  the 
following  table  (Table  No,  45)'  eomjnled  from  the  1921  annual 
report  to  the  State  Comptroller's  office: 


t,  Google 


Taxation  and  Bbtrsnchhent 

TABLE  Ho.  45 
iS]Mdal  Dittriett  and  Thtir  ■ExpettJitarta,  Toan  r^  Cheektowaga 


Na-TUBX  or  EXPENDITUBB 

Eipaaditu 

rea,  1921 

tl27,313  8S 

«0;ia4  25 
r4;8ie,67 
9,354  88 
42,452  :3 
2,692  00 

3      wSSr"' 

Highway  euperintendent. 

;S2ey3g2  70 

There  can  be  little  question  of  the  importasee  of  diatritt  fane- 
tioBS  when  65  per  cent  of  the  eKpeoditures  frem  ike  general  fund 
are  for  such  purposes.  Of  these  district  serviceB,  the  adfflinistra- 
tion  of  the  sewer^e  system  again  appears  to  betiie  moat  ia^pert- 
ant.  Since  1921  there  have  been  several  additioua'to.tJae  list  of 
districts. 

Cheektowaga  is  an  example  of  a  town  where  district  .-admuiis- 
tration  is  pretty  well  centralized  in  the  town  board.  There  are 
about  eighteen  districts  under  its  direct  supervision.  All  of  these 
districts  have  been  set  up  by  petition.  The  board  contracts  for 
all  eonBtruetion  and  services,  in  the  case  of  lighting  and  water 
the  expense  is  spread  over'  the  whole  district.  The  expenae'of 
sidewalks  is  met  entirely  by  abutting  property  owners.  Sewer 
construction  costs  are  distributed  over  abutting  property  and 
the  district  generally  in  proportion  to  benefits  conferred.  This  lat- 
ter type  of  district  is  the  only  one  of  the  four  that  requires  any 
considerable  amount  of  administrative  attention.  There  is  now  a 
movement  towards  the  setting  up^of  a  garbage  district. 

Nearness  to  Buffalo,  the  presence  of  many  railroads,  and  the 
existenee  of  considerable  .highway  traffic  have  resulted  in  a  police 
problem  which  demands  some  better  solution  thanthat  ofFeredifey 
town  constables.  There  are  at  present  five  elected  and  nine  ap- 
pointed constables.  Their  efforts  are  supplemented  to  seme  extent 
by  the  railroad  police  and  the  county  sheriflE's  deputies.  However, 
t^  future  will  undoubtedly  ^nd  Cheektowaga  operating  under  a 
plan  similar  to  that  described  for  Harrison.  At  present  it  oanwot 
take  advantage  of  the  same  set  permitting  police  distriots  as  it  is 
not -situated  in  a  county  adjaeentit)o«  cit^of  tJie  first  «is8s. 

A  district  variation  is  found' in  the  method  of  adminiBttrrTng  the 
four  fire  districts.  These  districts  have  been  set  upnnder'section 
38  of  the  County  Law  by  petition  to  the  county  board  of  super- 
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visors.  A  board  of  fire  commiBsioners  is  created  by  the  election 
of  three  residents  of  the  districts  who  possess  all  administratiTe 
powers.  If  bonds  are  issued  they  are  obli^tions  not  of  the  town 
but  of  the  particular  fire  district.  The  commission  submits  an 
annual  estimate  of  expenditures  to  the  town  supervisor  who  for- 
wards it  to  the  county  board  of  supervisor?  where  it  is  approved 
and  included  in  the  general  tax  extension.  The  commission  may 
expend  an  amount  not  to  exceed  $500  and  may  contract  for 
hydrant  service  with  a  vote  of  the  taxpayers.  The  annual  esti- 
mate, however,  is  submitted  to  the  property  owners  in  the  district. 
Under  this  plan  there  is  a  complete  decentralisation  of  the  adminis- 
tration of  district  services.  The  efforts  of  the  town  board  are 
confined  solely  to  the  valuation  of  the  property  upon  which  the 
fire  district  expenses  are  levied. 

With  such  a  large  number  of  districts,  it  is  highly  essential  that 
district  boundary  lines  be  accurately  defined  on  tax  maps.  This 
has  not  been  the  procedure  in  the  past  and  several  errors  have 
resulted.    However,  tax  maps  are  now  in  process  of  development. 

Town  of  Tonawanda 

This  town  is  of  much  the  same  nature  as  Cfaeektowaga.  With  a 
large  number  of  industries,  several  transportation  lines,  and  con- 
siderable highway  traffic  en  route  to  Niagara  Palls,  it  is  industrial 
rather  than  rural,  and  the  need  for  district  services  have  been  felt 
although  not  to  be  the  same  extent  as  in  Cheektowaga.  There  are 
in  all  ten  districts,  distributed  and  administered  as  follows : 


DiiTRicT  diitricts        Administrative  bead 

, 3  Town  bowd 

Gafbage I  Town  board 

Sidewalk 1  Town  bo»rd 

Sewer 1  Three  commiBmoners 

Water 2  One  commiBHoner 

Fire 2  Three  oommissioDen 

The  town  board  has  yielded  many  of  its  powers  to  commissions, 
even  more  so,  relatively,  than  in  Harrison  or  Cheektowaga. 

The  lighting  of  town  highways  has  been  given  considerable  at- 
tention. To  provide  for  this  a  large  %hting  district  has  been 
erected  which  takes  in  all  of  the  town  outside  the  two  lighting  dis- 
tricts which  serve  restricted  localities.  The  difficulty  here  has  been 
the  statutory  limitation  of  $1,000  annual  levy  for  this  service. 
Fortunately,  revenues  from  other  than  property  taxes  have  been 
available. 

Both  garbage  collections  and  sidewalk  conatructions  are  con- 
tractual services  and  arranged  for  by  the  town  board.  The  three 
sewer  commissioners  and  the  one  water  commissioner  for  each  dis- 
trict are  appointed  by  the  board.  Here  again  we  find  two  fire 
<iistricts  created  under  section  38  of  the  County  Law.  each  with 
three  elected  commissioners. 
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To^m  of  Amhent 

Amherst  has  not  the  same  need  for  the  so-called  municipal  serv- 
ices. While  there  are  quite  a  number  of  districts,  they  are  either 
extensive  or  of  somewhat  different  nature  than  those  previously 
considered.  Sewer,  water  and  garbage  districts  are  noticeably  ab- 
sent from  the  list  given  below.  It  is  not  surprising  that,  for  snch 
districts  as  are  listed  below,  the  town  board  will  be  generally  re- 
sponsible : 

Number 

oT 

Ttpe  dfEtricta         AdmiiUBtnLtive  head 

T.ighting I         Town  board 

Sidewalk 1         Tawn  board 

Police 1         Town  board 

Road 1         Town  board 

IHtch 3         Town  board 

Fire 2         Three  oonuniHionen 

The  lighting  district  has  been  so  created  as  to  take  in  the  whole 
town,  TMs  results  in  a  general  town  tax.  While  in  other  towns 
there  has  been  some  desire  for  such  a  plan,  here  there  is  the  criti- 
cism that  it  has  resulted  in  a  too  liberal  policy  of  extensions. 

Three  local  drainage  districts  have  been  set  up  for  the  purpose 
of  improving  certain  farm  lands.  Two-thirds  of  the  cost  is  spread 
over  the  benefiting  property  owners  and  the  remainder  is  a  town 
expense.    The  town  supervisor  is  directly  concerned  with  this  woA. 

In  response  to  a  petition  special  police  protection  has  been  ^ven 
one  residential  section  by  the  creation  of  a  police  district  and  the 
assignment  of  a  patrolman.  His  salary  is  paid  by  the  district,  but 
he  reports  to  the  town  board.  For  fire  protection  two  special  dis- 
tricts have  been  erected  and  three  commissioners  are  elected  in 
each. 

Town  of  West  Seneca 

West  Seneca  is  bounded  on  one  side  by  the  city  of  Buffalo  and 
on  the  other  by  the  town  of  Cheektowaga.  It  has,  therefore,  some 
of  the  urban  aspects  of  the  former  and  shares  some  of  the  railroad 
and  industrial  properties  of  the  latter,  A  lai^e  section  would  be 
considered  rural.  There  has  been  sufficient  grouping  of  residents 
to  result  in  the  erection  of  a  number  of  districts.  In  addition  to 
several  small  sidewalk  improvement  districts,  there  are  nine  special 
districts.  In  the  matter  of  administration,  this  is  another  example 
of  centralizing  the  district  function  in  the  town  board  —  the  one 
exception  being  the  fire  district.  West  Seneca  is  provided  for  as 
follows : 

Number 

of 

Ttpe  districts  Admltiigbvtive  head 

Sewer 2         Town  board 

yfbting 4         Town  board 

Garbage. 1         Town  board 

Water  and  hydrant I  Town  board 


Three  dected  commiBsloaera 
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General 

In  these  four  E^ie  county  towns  the  town  board  and  the  a|>- 
pointed  commission  a&  supervisory  bodies  exist  in  various  com- 
binations, but  most  distinctive  is  the  plan  of  the  elective  eomnuii- 
sion  of  the  fire  district  created  by  petition  to  the  county  and  vir- 
tually independent  of  the  town  government. 

There  is  one  observation  that  is  apjdicable  to  three  of  these 
towns,  and  that  is  the  general  grouping  of  these  districts  in  rela- 
tively small  areas.  In  Cheektowaga  approximately  three-fourths 
of  the  twenty-two  districts  lie  immediately  adjacent  to  the  viUage 
of  Sloan.  Many  are  overlapping  and  coterminous.  Towawanda 
has  the  Riverside  section  with  garbage,  lighting,  sewer  and  sidefvalk 
districts  and  an  ambition  to  become  a  village.  In  West  Seneca  all 
of  the  districts,  with  the  exception  of  two  lighting  districts,  center 
around  and  in  that  community  group  near  the  Buffalo  city  line. 

3  —  Town  and  ViUagfe  of  Qreen  Island 

Glreen  Island  is  located  in  Albany  ceuBty  several  stiles  north  of 
the  city  of  Albany  on  the  Hudson  river.  It  has  a  population  of 
4,800  and  is  fairly  compactly  settled.  The  village  of  Qreen  Island 
was  ocigJAally  in  the  itown  <rf  Watervlirf.  At  that  time  the 
■town  received  coiwiderable  revenue  iram  an  exeise  tas,  most  of 
whieh  was  iraised  in  the  village.  iBvidently  there  was  come  thonf^it 
that  saeh  m/yaef  naleed  in  1^  villt^  might  bettor  be  expended  in 
that  sima^  so  in  18^  i&n  aet  of  the  LogislataiPe  created  the  town  of 
<jaieeu  I^aDcl  with  boundary  lines  essentially  the  samie  as  tiiose  of 
Mut  village^ 

Wsith  town  a^  viUage  oeberminoss  tSie  ^tcnvm  fJimctriKis  are 
aecBBsarily  at  a  minimum.  This  woold  then  be  the  resnlt  in  any 
town  were  the  population  completely  served  by  villages  or  were  the 
district  functions  removed.  It  will  also  be  of  interest  to  consider 
briefly  how  services  similar  to  those  found  in  a  district  are  admin- 
istered ioL  a  village. 

Relative  Expenditures  of  Town  anfl  Village 

Assuming  economy  of  administration,  the  amount  expended  an- 
nually is  some  ;gen£ral  indication  of  the  quantity  of  servioes  ren- 
dered and  of  the  relative  importance  «f  the  administrative  unit. 
In  the  year  ending  March  15, 1922,  this  villagB  of  4,800  inhabitants 
expended  $38,710;66.  Green  Islimd  is  fairly  well  supplied  with 
such  improvements  as  sewers  and  roads,  bo  that  this  amount  rep- 
resents operation  expenses  entirely  —  no  capital  improvements  be- 
ing undertaken.  Approximately  seventeen  officials,  including  the 
trustees,  ofBcers  and  commissioners,  supervised  these  expenditures. 

During  the  year  ending  December  31,  1921,  the  town  govern- 
ment dbrtramsed  the  sum  of  $3,477,90.  Of  this  amount,  $927.71  was 
for  charities  and  soldiers'  relief,  $862.38  for  the  cost  of  electimis, 
and  the  remainder  for  general  town  purposes  —  almost  entirely 
compensation  of  town  ofHcers.     This  area  is  supplied  with  the 
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usual  town  ofBcers  in  addition  to  those  of  the  village.  It  is  appar- 
ent that  there  is  little  -necessity  for  this  village  to  have  its  indivi- 
dual complement  of  town  dignitaries. 

Special  Legislation 

In  1869  the  residents  of  Green  Island  devised  a  special  ciiarter 
-which  they  felt  would  successfully  resist  any  ill-advised  attempts 
to  raid  the  treasury  of  the  proposed  village.  This  motive  resulted 
in  the  inclusion  of  many  restrictions,  such  as  maximum  salary 
rates,  the  approval  of  the  annual  estimate  item  by  item  in  a  gen- 
eral taxpayers'  meeting,  and  the  undertaking  of  capital  improve- 
ments only  by  special  act  of  the  Legislature.  It  is  quite  to  be  ex- 
pected then  that  the  Legislature  has  frequently  been  called  upon  to 
temporarily  ley  aside  State  matters  and  consider  the  problems  of 
Green  Island.  Table  No.  46  represents  an  attempt  to  tabulate 
these  special  acts  relating  to  Green  Island.  Quite  naturally  most 
of  them  concern  directly  those  matters  on  which  the  special  char- 
ter was  particularly  restrictive,  such  as  salaries  and  the  undertak- 
ing of  village  improvements.  In  this  connection  the  committee 
wishes  to  call  attention  to  the  fact  that  special  charters  of  this 
character  throw  a  large  bnrden  upon  the  Legislature  and  that  com- 
munities which  ask  for  such  charters  are  throwing  away  the  home 
rule  which  the  State  has  already  given  them  under  the  general  law. 

Village  8ervic«B 

The  town  government  makes  no  attempt  to  furnish  such  services 
as  are  usually  administered  by  districts.  The  village  government, 
in  eonformity  with  the  intent  of  its  charter,  has  adopted  what 
might  be  termed  the  job'method  of  administration  as  far  as  capi- 
tal improvements  are  concerned.  In  such  cases  it  is  customary  to 
secure  a  special  legislative  act  creating  a  commission  and  defining 
the  extent  of  the  improvement  and  the  amount  of  money  to  be  ex- 
pended. This  commission  ceases  to  function  when  work  is  com- 
pleted or  when  the  funds  are  exhausted  unlras  an  additional  ap- 
propriation is  provided.  Examples  of  this  are  found  in  the  sewer 
commission  of  1887,  the  lighting  commission  of  1895,  and  the  pav- 
ing commission  of  1922,  These  commissioners  were  all  appointed 
by  the  %'illage  board.  Village  bonds  are  issued  to  finance  the  im- 
provement and  the  cost  distributed  in  various  ways.  The  construc- 
tion cost  of  the  sewer  system  was  met  by  a  general  village  tax  with 
property  owners  paying  a  uniform  rate  for  connecting  into  the 
line.  The  lighting  system  was  for  both  municipal  and  domestic 
purposes  and  was  paid  for  by  general  village  assessment  —  bonds 
being  liquidated  out  of  service  charges.  The  recent  paving  act 
provides  -that  the  transportation  company  shall  pay  for  the  width 
of  track  plus  one  foot  on  each  side  of  the  track  and  that  the 
^illage  shall  pay  for  street  and  alley  intersections  and  three-fifths 
of  the  balance.  The  remainder  is  assessed  against  abutting  prop- 
erty owners  on  a  frontage  basis.   Under  this  plan  of  construction  it 
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TABLE  No.  46 
Special  Ada  —  Toon  and  ViBai/a  of  Gram  Idand 


IS71 

1872 
18T4 
1876, 

1877. 

1887. 
1895, 

1896. 

1897. 
1901. 
1902. 

1907. 

1919- 
1920. 
1922. 
1922. 


■ltd    I 


Salary  of  policemea  incnaied- 

Chart«r  amended;  boundariM  dunked. 

Time  for  bedding  tu  meeting  cfaanged. 

Board  autborued  to  oontnct  lot  tweoty^ve 

hydrants. 
Providbic  for  wwer  ■yrtem  and  MmmiaDoiwn. 
Providing   for  coustrucUon  and   operatic   of 

of  l^hting  eyitem. 
Town  of  Green  Iiland  erected  out  of  town  of 

Watorliet. 
Authorising  isus  of  lifting  lyatem  bond*. 
Ectabliibing  electric  light  commiiBon. 
Chart«'   amendment   innrting   name  of   Gneo 

Idand. 
Legalising  action  of  boaid  in   redudng   ttnti 

width. 
Increi^ng  maximum  appropriation  for  police. 


AmMMling  charter  « 


I  r^ulating  dectiota. 
'  n  f or  po&c. 


is  essential  that  the  retiring  commission  turn  over  to  the  village 
officials  complete  and  accurate  records  of  the  improvement  so  that 
it  can  be  intelligently  operated  and  maintained. 

Operation  and  maintenance  of  the  village  services  is  supervised 
by  committees  of  the  board  of  tnistees.  The  flre  and  water  cwn- 
mittee  concerns  itself  with  furnishing  fire  protection  and  con- 
tracting for  water  hydrants.  The  sewers  cmnmittee  regulates  ex- 
tensions and  connections.  The  streets  committee  controls  the  work 
of  the  village  street  commissioner. 

In  addition  two  commissions  have  been  set  up  by  special  act  to 
supervise  the  police  department  and  the  electric  l^ht  service. 
Police  protection  was  ^tablished  in  1871  when  a  commission  and 
three  policemen  were  provided.  This  act  established  the  nrnTimnm 
.laliiry  of  police  officers  and  also  set  a  limit  on  the  total  expendi- 
ture. It  was  quite  impossible  for  the  originators  of  this  act  to 
foresee  the  changing  salary  requirements  or  the  possible  increase 
in  the  need  of  police  protection,  so  in  1872,  1915  and  1922  it  ha*: 
been  necessary  to  increase  the  controlling  maximum  appropria- 
tions. The  lighting  commission  set  up  in  1895  to  construct  the 
.system  remained  to  operate  it.  Subsequently,  the  village  plant 
was  discontinued  and  arrangements  made  for  a  contractual  service. 
For  thiK  plan  a  new  commission  was  provided.  Power  is  now  pur- 
chased by  the  village  and  resold  to  consumers. 
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While  some  variation  results  because  of  the  necessity  of  special 
leirislation,  the  methods  of  furnishing  mimicipal  services  in  Qreen 
Island  are  generally  typical  of  other  villages.  It  is  to  be  noted  that 
numerous  administrative  districts  are  not  imperative  in  providing 
for  any  compactly  settled  group. 

0  —  aENEBAL  STTMICAST 

It  is  because  of  the  probable  increase  in  district  service  that 
careful  consideration  should  be  given  to  the  methods  of  district 
administration.  Population  statistics  for  New  York  State  reveal 
a  very  definite  movement  towards  the  cities.  So  it  is  quite  to  be 
expected  that  the  suburban  towns  will  also  reflect  this  increase 
n  population  and  develop  a  corresponding  desire  for  additional 
mprovements.  In  the  towns  considered  there  has  been  a  steady 
ncrease  in  the  number  of  districts  and  the  frequent  plans  for 
proposed  districts  would  indicate  a  continuation  of  this  growth. 

Any  recommendations  as  to  improved  procedure  must  take  into 
consideration  three  factors  which  apply  quite  generally  in  all 
towns  where  there  are  a  nnmber  of  districts.    These  are: 

1.  Grouping  of  districts  —  Uniformly  throi^faout  these 
towns  there  has  been  a  grouping  of  the  majority  of  the  dis- 
tricts into  a  number  of  restricted  areas.  Within  these  local 
areas  the  districts  may  be  coterminous,  adjacent  or  over- 
lapping. Services  are  extended  not  so  much  by  the  expansion 
of  present  districts  as  by  the  erection  of  new  ones.  Few 
examples  of  consolidation  are  to  be  found. 

2.  Varied  forms  of  administration  —  No  uniform  plan  ot 
administration  exists.  Varying  conceptions  of  the  proper 
method  has  resulted  either  in  a  large  number  of  appointed 
commissions  or  complete  centralization  under  the  town  board. 
Under  present  plans  these  thickly  settled  areas  in  the  town 
are  supplied  with  services  by  a  town  board  upon  which  an 
individual  district  may  have  no  representation.  It  would 
seem  that  a  district  should  have  direct  control  of  taxes  raised 
by  it  for  local  purposes. 

The  propriety  of  the  town  government  attempting  to  ad- 
minister municipal  services  to  such  large  groups  is  questioned. 
Should  there  be  some  intermediate  step  between  the  more  or 
less  rural  machinery  of  the  town  and  the  village  or  the  third 
class  city! 

3.  Program  of  improvements  —  There  is  no  assurance  of  a 
complete  unified  plan  over  a  given  area  when  different  boards 
and  commissions  control  different  improvements  and  services. 
Tinder  such  a  patchwork  plan  many  possible  economies  are 
not  taken  advantage  of.  A  disposal  plant  and  trunk  line 
m^ht  well  be  adapted  to  ger\-e  a  much  larger  area  at  little 
increased  cost.  Sidewalks  could  be  constructed  when  streets 
or  curbs  are  being  built.  Sewer  lines  could  be  installed  be- 
fore roads  are  paved.  It  is  such  things  as  these  that  a  com- 
prehensive coordinated  plan  would  permit.  t   Ot)Qlc 
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4.  Expert  assistants  —  The  varioos  public  improTements 
eannot  be  planned  or  earried  through  economically  without 
expert  assistance  by  engioeers,  accountants,  etc  Under  the 
present  plan  the  districts  are  put  to  considerable  expense  in 
securing  such  service.  In  some  cases  they  are  going  without 
aid  with  disastrous  results  that  fall  on  the  taxpayer.  If  all 
the  improvement  districts  of  a  given  area  were  combined, 
suitable  specialists  conld  be  employed  to  take  charge  of  the 
improvements  and  service.  This  would  result  in  better  service 
and  lower  tax  rate. 

Recommendations 

1.  That  the  rcfiidenlfi  of  each  area  in  irtiidi  are  loeated 
large  numbers  of  districts  be  permitted  to  petition  the  county 
board  of  supervisors  that  a  consolidated  improv^uent  district 
be  erected.  The  petition  will  so  define  the  limits  of  this  new 
district  as  to  include  within  it  all  the  various  districts  existing 
within  that  local  area.  The  commissions  of  the  districts  in- 
cluded will  be  abolished  and  in  their  place  elected  a  c(»nniis- 
sion  of  three  residents  of  the  improvement  district. 

These  commissioners  will  administer  all  serAiees  such  as 
fire  protection,  water  supply,  street  lighting,  sewers,  ecrfiec- 
tJons,  paving  and  sidewalk  construction  or  as  many  of  them 
as  may  be  desired.  In  financial  matters  they  will  follow  the 
procedure  otitlined  for  the  fire  district  created  under  section 
38  of  the  County  Law.  An  annual  estimate  of  expenditures 
will  be  submitted  to  the  electorate  of  the  district  and  then 
forwarded  to  the  county  board  of  supervisors  throtigh  the 
office  ofthe  town  supervisor.  This  commission  will  have  the 
authority  to  issue  bonds  which  will  be  an  obligation  of  the 
district.  Town  board  functions  in  this  area  will  be  restricted 
to  such  duties  as  assessment  of  property,  public  health  and 
the  like. 

There  should  be  ample  provision  for  annexation  of  territory 
to  these  districts  upon  approval  of  the  areas  affected.  In 
consolidating  these  districts  the  new  improvement  district 
should  take  over  the  obligation  of  any  district  bonds  that 
may  have  been  issued  but  they  should  be  liquidated  by  money 
raised  in  the  respective  original  districts. 

2.  That  all  districts  existing  outside  the  bounds  of  im- 
provement districts  be  under  the  direct  supervision  of  the 
town  board  without  the  intermediate  appointive  commissions. 
The  present  number  and  variety  of  districts  should  be  reduced 
and  simplified. 

The  above  recommendations  are  not  entirely  without  precedent 
in  this  State.  Several  instances  of  the  fire  district  created  by 
petition  to  the  county  board  of  supervisors  are  to  be  found  in 
Erie  county.  The  statutes  provide  several  indications  of  the  move 
towards  consolidation  of  districts.     Section  129  of  tie  Town  Law 
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permits  the  consolidation  of  water  and  sewer  districts  in  any  town 
in  a  county  adjoining  a  city  of  the  first  class  and  contain!]^  not 
more  than  five  towns.  In  other  towns  water  districts  may  con- 
tract for  fire  protection  and  fire  and  lighting  districts  may  consoli- 
date. In  towns  having  a  population  of  over  4,000  and  adjoining  a 
city  of  over  1,000,000  population  improvement  commissioners  may 
be  appointed  to  supervise  the  construction  of  roads,  the  supplying 
of  water  and  the  lighting  of  streets  generally  throughout  the  town. 
The  committee  recommends  going  a  step  further  and  providing 
for  complete  consolidation. 

In  such  an  improvement  district  there  should  be  little  difficulty 
in  equitably  distributing  the  cost  of  the  various  services,  particu- 
larly if  its  limits  are  defined  with  proper  consideration  for  future 
expansion.  There  should  result  a  fairly  uniformly  settled  area. 
Garbage  collections,  water  supply,  fire  protection  and  the  lighting 
o£  streets  are  now  handled  by  general  assessment  throi^h  a  num- 
ber of  districts.  This  new  area  will  be  so  chosen  as  to  uniformly 
require  these  ser\-ices  and  they  will  continue  to  be  paid  for  by 
general  assessment.  Capital  improvements  such  as  sewer  con- 
struction, road  building  and  sidewalk  work  will  continue  to  be 
financed  by  the  method  of  special  assessments  according  to  the 
benefit  derived. 

The  erection  of  these  improvement  districts  and  the  consequent 
mthdrawal  of  these  duties  from  the  town  boards  will  undoubtedly 
afifect  adversely  the  importance  of  the  town,  but  it  will  provide 
for  an  orderly  decline  with  an  ultimate  result  much  like  the  town 
of  Green  Island.  There  can  be  no  legitimate  reason  why  the  town 
government  should  be  artificially  stimulated.  With  the  gradual 
removal  of  district  duties  there  will  remain  only  such  functions  as 
highways,  poor  relief,  health,  elections  and  the  assessment  of  prop- 
erty for  each  of  which  some  larger  administrative  unit  has  at 
various  times  been  suggested. 

In  a  word,  the  committee  su^esta  a  practical  and  businesslike 
method  whereby  a  rural  section  which  is  becoming  thickly  settled 
m.iy  provide  itself  with  the  services  which  population  centers 
require  before  it  is  ready  to  become  a  village  and  take  on  the  more 
extensive  machinery  of  village  government. 
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CHAPTER  XII— THREE  YEARS  OF  PROGRESS  DJ  CITY 
GOVERNMENT 

Tn  1919-1920  this  committee  made  an  extensive  study  o£  gov- 
ernmental organization  and  of  business  methods  in  the  cities  of 
the  State.  Our  report  for  1920  (Legislative  Document  No.  80) 
presented  our  findings  and  re  commend  ationa  in  detail.  All  of 
the  major  bills  which  we  have  submitted  to  oany  our  recommen- 
dations into  effect  have  already  been  enacted  into  law,  with  the 
exception  of  a  single  constitutional  amendment.  In  addition  to 
these  recommendations  for  legislation,  we  offered  many  sugges- 
tions whieh  can  be  put  into  operation  only  by  the  cities  them- 
selves. It  is  the  purpose  of  this  part  of  the  committee's  report 
to  summarize  in  brief  form  the  progress  that  has  been  made  in 
the  cities  of  New  York  State  along  the  lines  which  we  recom- 
mended three  years  ago. 

This  summary  of  progress  is  based  on  the  hearings  held  by  the 
committee  in  various  central  cities  to  which  representatives  of  the 
surrounding  cities  were  invited  and  upon  information  gathered  at 
the  request  of  the  committee  by  the  Uureau  of  Municipal  Infor- 
mation of  the  State  Conference  of  Mayors  and  Other  City  Officials. 
Pot  convenience  this  summary  is  presented  under  the  following 
general  heads: 

A.  QOVERNHEN'TAL  OBOANIZfcTiaN. 

B.  Introdvction  of  Busixess  Methods. 

C.  PixAxciAi,  Admix  isTHATiON. 

D.  Xew  Mcxicipal  Laws. 

E.  Xest  Steps. 

A  — GOVERNMENTAL  ORGANIZATION 
-Oenersl  Organization 

The  most  important  advance  that  has  been  made  in  the  last  two 
years  in  the  cities  has  been  the  development  of  sound  ideas  with 
regard  to  the  question  of  governmental  organization.  We  have 
been  much  impressed  to  And  that  most  responsible  public  ofiicials 
are  thoroughly  acquainted  with  the  accepted  standards  of  good 
municipal  organi^iation.  This  was  far  from  true  in  1920.  As  a 
result  of  this  change,  those  cities  which  have  approached  the  prob- 
lem of  remodeling  their  governments  during  the  last  three  years 
have  worked  out  highly  commendable  charters.  The  suggestions 
of  the  committee  that  charters  should  set  up  more  simplified  gov- 
ernments with  concentration  of  power  and  re8p(msibility  have  been 
iollowed.  Notable  examples  are  the  complete  revision  of  the 
charters  of  Borne,  Blount  Vernon  and  Hudson,  all  of  which  used 
■the  committee's  report  as  a  basis  for  their  stud^'.  Several  other 
cities  have  amended  their  charters  so  as  to  eliminate  boards  and 
commissions  and  to  combine  bureaus,  offices  and  functions. 
[281]  . 
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Unpaid  Boards 

The  abolitim  of  unpaid  administrative  boards  was  recommended 
by  the  committee.  The  most  notable  change  made  by  cities  in  this 
respect  in  tlie  past  year  has  been  the  abolishment  of  boards  of 
health  as  a  result  of  the  law  drafted  by  the  committee  and  enacted 
by  the  Legislature.  The  following  cities  have  abolished  thnr 
boards  of  health  and  established  departments  of  health  with  a 
single  appointive  head:  Amsterdam,  Cohoes,  Mount  Vernon. 
Olean,  Salamanca,  Syracuse  and  Yonkers. 

Departments  of  Asienment 

Since  the  last  report  of  the  committee  several  cities  in  Xew  York 
8tate  have  greatly  improved  the  organization  of  their  assessment 
forces  and  the  methods  of  assessment  of  prc^rty  as  a  result  of 
the  law  suggested  by  the  committee  and  enacted  by  the  Legislature 
authorizing  municipalities  by  ordinance  of  their  legislative  bodies 
to  abolish  their  elective  boards  of  assessors  and  to  establish  a 
department  of  assessment  and  taxation  with  a  single  appointed 
head.  The  following  cities  have  adopted  such  a  system  in  the  last 
two  years:  BinghamtOD,  Gloversville,  Jamestown,  Little  Falls, 
Rensselaer,  Home,  Salamanca,  Mount  Vernon,  Watertown  and 
Yonkers.  Several  other  cities  contemplate  making  similar  changes 
within  the  next  year. 

The  Bdation  of  Edncation  to  the  Olty  Ooveniment 

This  committee  has  consistently  urged  that  educational  adminis- 
tration should  be  intimately  correlated  with  city  administratim. 
If  this  is  not  done,  the  proper  balance  between  community  expen- 
ditures for  education  and  for  other  municipal  services  cannot  be 
maintained.  Great  economies  are  also  to  be  effected  by  combininfr 
educational  and  other  city  administration  under  a  single  direcUng 
authority.  We  feel  sure  that  this  can  be  done  without  sacrificing 
educational  standards. 

The  extremely  unsatisfactory  condition  which  we  pointed  oat 
in  1920  has  not  been  altered  substantially.  The  Court  of  Appeals 
handed  down  a  decision  to  the  effect  that  appropriations  for  edu- 
cation are  municipal  funds  and  must  be  included  within  the  two 
per  cent  constitutional  taxing  limit.  The  only  change  in  the  rela- 
tion of  boards  of  education  to  city  administrations  has  been  the 
itdoption  by  a  few  cities  of  the  plan  of  segregating  the  tax  levy 
for  education  purposes  and  collecting  the  school  tax  sepiirately 
from  the  general  city  tax. 

In  the  city  of  Buffalo  a  referendum  was  held  on  the  question 
' '  8hall  the  Buffalo  board  of  education  be  permitted  to  determine 
the  amount  of  school  tax  which  shall  be  levied,  ai^  the  amount  of 
school  bonds  which  shall  be  issued,  without  limitation  or  adoption 
by  the  city  government?  "  The  vote  on  this  referendum  stood 
12,.355  for  independence  of  the  board  of  education  in  financial 
matters  and  70,174  against  it. 
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B  —  BVSINXSS  METHODS 

In  many  directions  the  cities  have  improved  their  business 
luethods  since  1920.  This  is  evident  not  only  in  the  facts  and  fig- 
ures which  they  are  able  to  present,  but  also  in  their  method  of 
pre.senting  information  to  the  Committee.  The  cities  make  a  more 
businesslike  impression  than  they  did  three  years  ago. 

Central  Pnrclissing 

Twenty-two  cities  now  have  central  purchasing.  The  following 
cities  have  installed  the  system  since  the  committee's  report:  Al- 
bany, Amsterdam.  Homell,  Mount  Vernon,  Rome,  Salamanca. 
Schenectady,  Troy,  Watervliet  and  Yonkers, 

Electioiui 

Mailed  economy  in  the  cost  of  elections  in  cities  has  been  efFecte<l 
as  8  result  of  the  revision  of  the  Election  Law  by  the  Legislature 
in  1921. 

Feiui(HM 

The  State  in  1921  provided  a  way  for  cities  to  adopt  a  sound 
pension  system  for  municipal  employees  other  than  those  who  at 
that  time  were  being  pensioned  under  systems  created  by  special 
law.  The  plan  provides  that  any  city  may  elect  to  pension  its  em- 
ployees under  the  State  retirement  system.  So  far  the  following 
cities  have  elected  to  come  under  the  State  system ;  Newbui^,  New 
Roehelle,  Rochester,  Schenectady,  Syracuse,  Watervliet  and  Yon- 
kers. 

Tax  Oolleotioiu 

Twenty-six  cities  now  collect  their  taxes  in  advance  and  thirty 
others  have  to  borrow  money  in  anticipation  of  their  tax  collection 
to  run  their  government.  The  remaining  three  have  to  borrow 
"  occasionally."  There  has  been  only  slight  improvement  in  thin 
municipal  activity  in  the  last  two  years.  Several  cities,  however, 
have  under  advisement  proposed  charter  changes  which  will  ad- 
vance their  tax  collection  period  and  thereby  enable  them  eventu- 
ally to  collect  their  taxes  in  advance.  Thirty-one  cities  were  bor- 
rowing money  in  anticipation  of  tax  collection  in  1920  and  twenty- 
eight  cities  were  collecting  in  advance  or  borrowing  only  occasion- 
ally. 

Bonding 

Sound  bonding  policies  are  being  practiced  by  most  of  the  cities 
in  the  State,  although  there  is  nothing  to  prevent  any  one  of  them 
from  returning  to  the  extravagant  and  vicious  practices  of  the 
past.  Cities  are  generally  issuing  bonds  for  a  period  not  longer 
than  the  usefulness  of  the  improvements  to  be  financed  and  all 
bonds  are  being  issued  serially.  There  is  need  of  a  revision  of  the 
laws  dealing  with  the  subject  of  municipal  indebtednesSi-  , 
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Interest  Payments  and  Beceipti 

A  study  of  the  rates  of  interest  received  by  cities  on  their  daily. 
monthly  and  quarterly  bank  balances  and  their  inactive  accoimts, 
also  of  the  protection  cities  require  from  depositories,  shows  that 
improvetnert  has  been  made  by  several  cities  within  the  last  two 
yeats.  A  comparison  of  rates  of  interest  cities  received  in  1920 
with  those  received  today  reveals  the  following  facts :  The  average 
rate  of  interest  cities  obtained  in  1920  on  daily  bank  balances  was 
2,25  per  cent.  The  present  average  rate  is  2.30  per  cent.  The 
average  rate  on  monthly  balances  has  increased  from  2.77  per  cent 
to  2.95 ;  on  quarterly  balances  from  2.76  per  cent  to  2.91  per  cent. 
and  on  time  or  inactive  acconnts  from  3.67  per  cent  to  3.83  per 
eent.  Since  1920,  30  per  cent  of  the  oities  of  the  State  have  in- 
creased the  rate  of  interest  they  received  on  their  daily  bank  bal- 
ances. Two  cities  which  in  1920  were  drawing  nothing  on  their 
bank  balances,  are  now  receiving  interest,  one  on  its  daily  bank 
balance  and  the  other  on  its  monthly  bank  balance.  There  are 
seven  cities  in  the  State  which  are  still  receiving  nothing.  Nine 
cities  have  reduced  the  rate  of  interest  they  are  paying  on  tempo- 
rary loans. 

These  conditions  have  been  due  in  part  to  the  general  flnctua- 
ttons  of  interest  rates.  The  committee  is  convinced,  however,  that 
there  has  been  a  real  effort  on  the  part  of  most'cities  to  secure  an 
adequate  rettuv  upon  funds  in  bank  and  to  secure  loans  at  the 
most  favorable  rates  for  the  city.  Drastic  action  should  be  t^en 
in  the  seven  cities  which  are  .■^rtill  receiving  nothing  on  their  bank 
deposits. 

0  — FINANCIAL  ADHINISTBATION 
Budgets  and  Tax  Levies 

An  analysis  of  the  net  budgets  of  the  cities  for  1916,  1921  and 
1922  shows  that  the  increasing  municipal  tax  levies  have  been 
checked  and  that  approximately  30  per  eent  of  the  cities  have 
actually  reduced  their  levies  foj:  1922.  The  increase  in  the  total 
tax  levies  for  city  purposes  in  1922  was  very  much  less  than  it  hae 
been  in  any  year  ainee  1915,  The  total  tax  levy  for  municipal 
purposes  in  all  cities  was  only  6  per  cent  greater  in  1922  than  that 
of  1921,  The  average  annual  increase  for  the  Ave  years  previoos 
was  12  per  cent.  The  fifty-nine  cities  in  1922  levied  atax  of  *332,- 
822,7(54.34  for  municipal  ptirposee.  In  1921  the  total  levy  was 
$315,415,892.99,  and  in  1916  it  amounted  to  *194,877,396.36.  Prom 
1916  to  and  including  1921  the  net  budget  or  municipal  tax  le\'y 
of  every  city  in  the  State,  with  the  exception  of  Homell,  was  in- 
creased. The  smalleirt  increase  was  8  per  cent  and  the  largest  157 
per  cent.  Fourteen  cities  last  year  decreased  their  net  budget 
or  tax  levy  over  that  for  1921.  These  decreases  range  from  1  per 
eent  to  22  per  eent.  Porty-five  cities  increased  their  lax  levy 
anywhere  from  1  per  cent  to  45  per  cent.  The  levies  of  the 
remaining  four  were  about  the  same  for  both*  years. 
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The  tax  le^-j-:  for  all  mtmioipal  departments  and  activities  ex- 
cepting schools,  in  New  York  State  cities  is  on  the  deeUne.  The 
total  tax  levy,  exclusive  of  public  schools  and  the  payment  of  debt, 
decreased  during  1922  for  the  first  time  in  several  years.  To 
ascertain  exactly  how  much  of  an  effort  city  administrations  have 
made  to  lessen  the  oost  of  municipal  activities,  it  is  neeeesarj'  to 
eliminate  from  the  tax  levy  the  appropriations  for  education  and 
debt  service,  as  present  administrations  have  practically  no  control' 
over  the  appropriations  for  these  purposes.  After  subtracting- 
these  appropriations  we  find  that  the  total  1922  tax  levy  for  all' 
other  municipal  departments  and  activities  was  3  per  cent  less 
than  it  was  in  1921.  Compared  with  the  record  for  the  five  years 
previous  this  is  an  excellent  showing.  The  levy,  exclusive  of 
schools  and  debt  service  appropriations,  increased  77  per  cent 
between  1916  and  1921  inclusive.  Heporia  from  all  cities  show 
that  the  total  tax.  levy  for  municipal  purposes  was  $114,054,865.77 
in  1922  after  deducting  the  levy  for  schools  and  debt.  In  1921 
it  was  $117,742,270.71,  and  in  1916  the  amount  was  $66,511,969.79. 
There  was  a  small  increaae  of  1.47  per  cent  in  the  levy  for  debt' 
service  in  1922.  The  levy  for  education,  however,  in  36  cities 
increased  28  per  cent.  In  the  other  cities  the  cost  of  education . 
is  not  included  in  the  city  tax  levy.  Twenty-three  cities  levied 
less  last  year  for  debt  service  than  they  did  in  1921.  Only  seven 
of  the  thirty -six  cities  reporting  education  appropriations  reduced 
their  levy  for  public  schools.  The  tax  levy  for  all  city  purposes, 
except  schools  and  debt  service,  was  less  in  eighteen  cities  last  year 
than  it  was  in  1921.  In  seven  others  the  levies  for  both  years 
were  practically  the  same. 

The  1922  increase  in  appropriations  for  all  city  police  depart- 
ments in  New  York  State  was  less  than  that  for  any  year  since- 
1916.  The  average  yearly  increase  from  1916  to  1921  inclusive 
was  12  per  cent,  while  the  total  appropriations  for  the  police  de- 
partment in  all  cities  were  only  7  per  cent  greater  in  1922  than, 
that  in  1921.  A  total  of  $37,148,843.99  was  appropriated  by  the 
fifty-nine  oities  for  police  protection  in  1922.  The  total  appro- 
priation in  1921  was  $2,356,518.01  less.  In  1916  the  cities  appro- 
priated $21,464,617,07.  An  analysis  of  the  causes  for  the  1922 
increase  shows  that  it  can  be  directly  chargeable  to  the  automobile. 
Thirteen  cities  reduced  the  cost  of  their  police  departments  last 
year.  These  decreases  ranged  from  1  per  oent  to  23  per  cent.  Id 
eight  other  cities  the  appropriations  for  1922  and  the  year  pre- 
vious were  practically  the  same.  The  increases  in  the  other  cities- 
ranged  from  1  per  cent  to  134  per  cent.  Reports  received  from 
the  cities  whose  police  appropriations  increased  more  than  5  per 
cent  last  year  bring  to  light  the  fact  that  the  regulation  of  the  in- 
creasing urban  tra^c  has  made  it  necessary  to  enlarge  police  forces- 
and  therefore  raise  their  appropriations.  Sixteen  cities  increased 
the  number  of  their  patrolmen  last  year.  Most  of  these  report  in- 
creased traffic  work  as  the  reason.     Practically  all  of  the  other 
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cities  will  be  forced  to  make  increases  within  the  next  two  vesrs 
for  the  same  reason. 

The  cost  of  fire  fighting  in  New  York  State  cities  is  praeticaUr 
the  same  in  1922  as  in  tl^  year  previous.  This  was  the  first  time 
in  mimy  years  that  there  was  not  a  substantial  increase  in  tht; 
total  appropriations  for  fire  departments  in  New  York  State 
cities.  In  1916  the  fifty-nine  cities  appropriated  $13,100,983.49 
for  fire  fighting  purposes.  This  increased  S3  per  cent  during  tht 
next  five  years,  so  that  in  1921  the  total  appropriation  amounted 
to  $24,010,109.31.  The  cities  spent  practically  the  same  amount 
last  year.  Analysis  of  the  reports  received  from  all  cities  shows 
very  conclusively  the  cost  of  fire  fighting  has  reached  its  peak  in 
New  York  State  and  that  we  are  beginning  to  go  the  other  way. 
Twenty-nine  cities  report  that  their  fire  dq»rtment  appropria- 
tions were  less  for  1922  than  for  the  previous  year.  In  five  other 
cities  the  appropriations  were  the  same  for  both  years.  The  pur- 
chase of  motor  apparatus  to  replace  horse-drawn  apparatus, 
which  will  eventually  reduce  expenses,  was  responsible  in  1922 
for  increases  in  six  of  the  seventeen  cities  whose  fire  appropria- 
tions were  larger  than  in  1921. 

The  appropriations  of  public  health  work  decreased  3  per  cent 
in  1922  over  the  previous  year.  There,  however,  was  an  increase 
of  73  per  cent  between  1916  and  1921  inclusive  in  all  the  cities 
in  the  State.  The  total  amount  apprpriated  in  1922  by  all  cities 
for  public  health  work  was  $7,041,840.85.  In  1921  it  wa<: 
$7,271,021.37,  and  in  1916,  $4,207,252.55.  The  death  rate  in  all 
New  York  State  cities  decreased  14  per  cent  from  1916  to  and 
including  1921. 

Funded  Debt  and  Asiesied  Vftlnatios 

The  total  funded  debt  chargeable  against  the  10  per  cent  consti- 
tutional debt  limit  of  all  New  York  State  cities  increased  8  per 
cent  from  1916  to  and  including  1921.  In  1922  there  was  an 
increase  of  5  per  cent  over  the  1921  indebtedness. 

The  total  assessed  valuation  of  real  property  subject  to  taK- 
ation  in  all  New  York  State  cities  increased  14  per  cent  between 
1916  and  1921  inclusive.  There  was  a  further  increase  of  13.5 
per  cent  from  1921  to  and  including  1922. 

The  total  borrowing  capacity  of  all  cities  in  New  York  State 
in  excess  of  the  net  funded  debt  increased  90  per  cent  between 
1916  and  1921  inclusive  and  69  per  cent  in  1922.  It  is  significant 
that  the  funded  debt  of  the  cities  increased  very  little  in  propor- 
tion to  the  increase  in  their  borrowing  capacity  during  these 
years. 

The  per  capita  funded  debt  of  all  cities  was  $110.47  in  191fi. 
$107.11  in  1921,  and  $112.27  in  1922. 

The  per  capita  flsscssed  valuation  of  all  cities  in  New  Tork 
State  was  $1,347.72  in  1916,  $1,378.86  in  1921.  and  $1,565.60  in 
1922. 
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Tux  Liinitetioiu 

A  study  of  the  appropriating  and  taxing  powers  of  cities  from 
January  1,  1912,  to  date,  shows  that  the  iitate  Legislature  has 
been  called  upon  to  make  very  many  changes  during  this  ten-year 
period.  Of  the  thirty-sis  cities  whose  taxing  powers  were  limited 
in  1912,  changes  have  been  made  in  twenty-six,  either  increasing 
or  reducing  the  amount  they  could  appropriate  or  raise  by  tax,  or 
eliminating  their  restrictions.  In  all  eighty-two  changes  have 
been  made.  Five  cities  have  removed  their  limitations  entirely, 
these  being  North  Tonawanda,  Auburn,  Norwich,  Loekport  and 
Mount  Vernon.     Three  of  these  limitations  have  been  made  since 

1920.  No  city  whose  taxing  or  appropriating  powers  were  not 
limited  in  1912  has  since  placed  any  restriction  on  its  power.  The 
following  cities  have  changed  from  a  system  of  limiting  depart- 
mental or  total  appropriations  to  specified  sums  to  one  of  limiting 
the  total  appropriations  to  a  percentage  of  assessed  valuation  of 
real  estate:  Coming,  Elmira,  Dunkirk  and  Hudson,  The  fol- 
lowing cities  have  increased  their  taxing  powers  by  raising  the 
percentage  of  assessed  valuation  used  in  determining  the  amount 
their  total  appropriations  for  municipal  purposes  may  equal ; 
Johnstown,  1  to  li^  per  cent;  Fulton,  1  to  2  per  cent;  Batavia, 
114  to  1\^  per  cent;  and  Rome,  1.2  to  2  per  cent*.  Among  those 
cities  which  have  charter  limitations  on  the  total  amount  they  may 
raise  for  municipal  purposes  or  appropriate  for  specified  pur- 
poses, the  following  are  notable  for  numerous  changes;  Platts- 
burgh  increased  its  lighting  fund  in  1912,  1914  and  1917. 
Amsterdam  increased  its  total  appropriation  for  municipal  pur- 
poses in  1916,  1919  and  1921.  Little  Palls  went  to  the  Legislature 
in  1918,  1919,  1920  and  1921  for  changes  in  its  appropriating 
powers.  Its  police  and  fire  fund  was  increased  in  1918,  1919  and 
1921;  its  street  fund  in  1918  and  1919;  and  its  total  appropria- 
tion in  1918,  -1919  and  1920. 

It  is  clear  that  constitutional  or  charter  tax  limitations  do  not 
stop  an  increase  in  the  cost  of  city  government.  The  total  of  the 
net  budgets  or  tax  levies  of  the  thirty-five  cities  in  New  York 
fltate,  whose  taxing  powers  are  limited  either  by  the  constitution 
or  by  charter  provisions,  was  $26,299,317  in  191G.  $41,567,510  in 

1921.  and  $45,548,687  in  1922.  The  total  net  budget  or  tax  levy 
of  the  cities  in  New  York  State  whose  taxing  power  is  not  limited 
was  $14,695,425  in  1916,  $23,604,267  in  1921,  and  $25,615,544  in 

1922.  The  percentage  of  increase  was  as  follows: 

1921  over  1916  1922  over  1921 
per  cent  per  cent 

Cities    whos^    taxing    powers 

are   limited   58  10 

Cities    whose    taxing    powers 

are  not  limited    61  8 
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The  above  shows  that  from  1916  to  1921  the  total  tax  levy  of 
the  cities  whose  taxing  powers  ia  not  limit«d  was  only  3  per  cent 
greater  than  the  increase  in  the  tax  le^y  of  those  cities  whose  tax- 
ing powers  are  limited.  However,  from  1921  to  1922,  the  total 
tax  levy  of  the  cities  whose  taxing  pow^:^  are  limited  increased 
2  per  cent  more  than  the  total  levy  of  those  cities  whose  taxing 
powers  are  not  limited. 

Budget  Syatana 

There  has  been  a  very  distinct  improvement  in  budget  systems 
during  the  past  two  years.  A  number  of  cities  have  adopted 
budget  systems  and  others  have  so  improved  their  methods  as  to 
deserve  comment. 

No  city  has  made  more  prt^ress  in  ita  budget  methods  than 
Syracuse.  The  preliminary  work  of  briugiog  the  budget  together 
is  entrusted  to  a  special  investigator  who  serves  directly  under 
the  mayor,  much  as  the  director  of  the  budget  bureau  in  Wash- 
ington is  plaeed  under  the  Preudent.  The  estimate  blanks  have 
been  worked  out  as  to  present  the  budget  and  the  expenditures 
of  the  previous  year  as  well  as  the  estimates  for  the  future.  Col- 
umns are  also  provided  showing  the  inereases  and  decreases  and 
the  amounts  allowed  by  the  board  of  estimate.  The  cuts  and 
recommendations  are  gone  over  in  detail  with  the  department 
heads.  As  a  basis  for  intelligent  criticism  the  special  investigator 
gathers  facts  also  ahowing-  the  general  trend  of  expenditures  over 
a  period  of  years  for  the  city  as  a  whole  and  for  each  of  the 
departments.  These  are  presented  in  charts  so  as  to  be  eaaly 
understood.  The  percentage  of  the  total  budget  spent  eaoh  year 
for  the  various  activities  is  computed  and  illustrated  graphically. 
The  amounts  spent  for  salaries  and  wages,  for  supplies  and 
materials,  for  debt  service,  for  transportations,  etc.,  are  similarlv 
analyzed.  Statistics  have  been  gathered  from  other  cities  which 
rank  with  Syracuse  in  population.  Aa  a  result  of  all  this  infor- 
mation the  city  of  Syracuse  has  succeeded  in  keeping  ita  budget 
within  the  nece-ssary  limits  without  sacridcing  the  proper  relation- 
ship between  the  various  deportments. 

D  —  HEW  HUmCIPAL  IJ)lW8 

Since  the  last  report  of  the  committee  on  municipal  Snance,  a 
number  of  extremely  important  laws,  based  upon  the  committee's 
recommendations,  have  been  enacted.    These  are : 

1.  A  law  permitting  cities  to  abolish  elective  boards  of 
assessors  and  to  establish  departments  of  assessment  and  taxa- 
tion with  a  single  appointive  head.    (1921  N.  T.  LL.  Ch.  300.) 

2.  A  law  permitting  all  cities  to  establish  central  purchas- 
ing agencies  or  departments.     (1921  N.  Y.  LL.  Oh.  230.) 

3.  A  law  permitting  cities  to  abolish  boards  of  health  and 
to  establish  departments  of  health  with  a  single  appointive 
head.     (1921  N.  Y.  LL.  Ch.  2fl9.) 
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4.  A  law  permittiiig  the  State  Comptroller  to  examine  the 
aeconote  of  school  authorities.     (1920  N.  Y.  LL.  Gh.  836.) 

5.  A  law  permitting  the  eitiea  to  pension  mnnidpal  em- 
ployees under  the  State  retirement  sTStem.  (1922  N.  Y. 
LL.  Ch.  591.) 

In  addition  to  this  group  of  laws,  the  constitutional  home  rule 
amendment  should  be  mentioned,  Uiough  it  has  passed  but  one 
Legislature  thus  far. 

X  —  NXXT  STEPS 

On  the  strength  of  the  advances  made  during  the  past  three 
years,  it  is  safe  to  say  that  the  cities  of  New  York  State  are  on 
the  right  track.  From  now  on  they  may  be  expected  to  take  the 
initiative  in  improving  their  own  methods  of  organization  and 
administration.  This  is  a  vindication  of  the  committee's  conclu- 
sion arrived  at  in  1919,  that  our  cities  are  qualified  to  exereise 
complete  home  rule  in  local  matters. 

In  this  connection  the  committee  wishes  to  call  attention  to  the 
very  large  service  rendered  to  the  cities  and  to  the  State  by  the 
State  Conference  of  Mayors  and  Other  City  Officials  in  its  Bureau 
of  Information.  This  is  an  oi^aniz&tion  supported  and  directed 
by  the  cities  themselves.  There  is  no  single  force  for  good  city 
government  in  this  State  that  is  to  be  compared  with  the  influence 
of  this  organization.  With  the  establishment  of  constitutional 
home  rule,  the  conference  and  bureau  will  be  of  even  greater 
importance. 

The  next  step  in  municipal  reform  under  present  conditions  is 
therefore  the  granting  of  full  home  rule  to  the  cities.  When  this 
has  been  accomplished,  the  cities  will  have  themselves  alone  to 
blame  for  unsatisfactory  organization  or  methods.  All  local 
political  issues  will  be  thrown  back  on  the  locality  for  si^ntion, 
and  the  people  who  are  most  intimately  involved  will  be  given 
Uie  chance  to  decide. 

Followii^  this,  the  next  steps  of  reform  will  be  primarily  in  the 
hands  of  the  cities.  Among  these  there  is  none  of  greater  import- 
ance than  the  question  of  the  selection,  appointment,  pay  rates, 
promotion,  and  discharge  of  public  employees.  This  is  generally 
referred  to  as  the  employment  or  personnel  problem.  Because 
of  its  importance,  the  committee  wishes  to  present  certain  com- 
ments -vnth  regard  to  personnel  in  the  following  chapter. 
19 
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CHAPTER  Xni— THE  EMPLOYMENT  PROBLEM  IN  QTY 
GOVERNMENT 

la  the  belief  th&t  one  of  the  most  important  phases  of  local 
govemmNit  has  generally  failed  to  receive  the  attention  that  it 
deserves  in  this  period  of  review  and  retrenchment,  the  Com- 
mittee wishes  to  present  the  results  of  a  queetionnaire  dealing 
with  personnel  conditions  that  was  distributed  among  the  m^ors 
of  the  State  at  the  request  of  the  Committee  by  the  New  York 
Bureau  of  Municipal  Information. 

Replies  to  the  questionnaire  were  received  from  twenty-one 
different  cities  ranging  from  Sherrill,  the  smallest,  to  the  city  of 
Rochester,  the  largest.' 

The  questionnaire  aimed  to  throw  light  on  the  personnel  prob- 
lem (1)  by  bringing  together  data  as  to  the  percentage  of  the 
annual  expenditures  that  are  devoted  to  the  payroll,  (2)  by 
indicating  what  attention  had  been  paid  to  the  question  of  increaa- 
ing  the  efBciency  of  the  public  workers,  (3)  by  inquiring  con- 
cerning the  value  of  the  work  of  the  civil  service  commission  which 
is  the  personnel  .agency  of  municipal  government  in  New  York 
State,  and  (4)  by  raising  certain  considerations  as  to  the  ways  and 
means  of  having  public  employment  carried  on  as  a  special 
fnnction  of  administration.  This  study  brought  out  the  follow- 
ing facta: 

First. —  The  Public  Payrolls:  Prom  the  dollars  and  centa 
point  of  view  there  is  no  single  item  of  public  expenditure 
that  ranks  with  the  payroll  item.  According  to  the  returns 
from  eighteen  cities  which  have  a  gross  annual  budget  ranging 
from  $74,800  to  $12,550,395,  the  payrdls  absorb  anywhwe 
from  17  per  cent  to  50  per  cent  of  the  total  amount.*  The 
average  percentage  is  exactly  33  per  cent.  To  state  it  m<»e 
specifically,  Rochester  devotes  annually  over  $4,000,000, 
Albany  over  $1,000,000,  Auburn  over  $300,000  and  Bhnira 
nearly  as  much  to  the  item  of  salaries  and  wages. 

It  is  dear  that  any  fundamental  program  of  retrenchment  must 
take  into  account  the  problem  of  spending  more  wisely  the  tax- 
payers' dollars  that  go  to  meet  the  municipal  payroll. 

Second. —  Personnel  Efficiency:  In  their  replies  the  mayors 
point  out  that  this  phase  of  retrenchment  —  which  has  been 
well  interpreted  as- "  wiser  spending" — has  received  the 
attention  of  practically  ell  the  executives.  About  half  of 
them  in  fact  make  this  question  periodically  a  topic  of  staff 
discussion.    The  remainder  have  done  so  occasion^y. 

1  The  followtDg  cities  aapidied  iirformati<»i :  Hocheater,  Albany,  Yonkera, 
BinghamtoD,  Nlaawa  FallB,  Elmira,  Jamestown,  Auburn,  Watertown,  Ntew- 
burgb,  GloveraTille,  Osw^,  Itbaca,  Geneva,  Batavia,  Cortland,  little  Falls, 
,   Glen   Core,    Sherrill. 


1  Teachert'  aidariee  and  contract  work  are  excluded  in  the  computation 
ot  thi«  peroMitag«. 
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Sncb  deliberations  have  led,  amou^;  other  things,  to  better 
organization,  the  elimination  of  snperfinoiis  or  overlapping  posi- 
tions and  better  and  more  centralized  anpervisimi,  and  the  instal- 
lation of  labor-saving  devices. 

Besides,  seven  of  the  cities  have  reduced  the  forw ;  others  point 
out  that  the  increased  volamc  of  wor't  since  the  wiir  mak<»  this 
impossible,  but  that  the  greater  harden  w  Icing  carried  on  by  the 
same  body  of  workers. 

Third. —  Civil  Service  Commission. ■  To  the  inquiry  as  to 
whether  the  Civil  Service  CommisMion  was  an  aid  or  a  bind- 
rance  in  bringing  about  satisfactory  standards  of  personnel 
efficient^,  thirteen  ezectitiveB  believed  it  to  be  an  aid,  six  voted 
it  a  hindrance  and  to  one  it  was  a  matter  of  mdi^erence. 

The  reasons  cited  in  favor  of  the  commission  are  largely  what 
was  to  be  expected,  snch,  for  instance,  as  checking  payrolls,  better 
selection,  the  blocking  of  the  way  to  the  unfit  and  those  with  a 
"  political  puU. " 

The  six  mayors  who  are  opposed  to  the  comnussion  were  out- 
spoken in  condemnii^  the  commission  because  it  interferes  with 
discipline,  protects  the  unfit  and  the  inefficient,  and  uses 
unbusinesslike  and  impracticable  methods  of  selecting  prospective 
candidates  for  examination. 

It  is  significant  that  a  third  of  the  mayors  replying  should  have 
expressed  themselves  so  unfavorably  with  reg^^i  to  the  ctmrnis- 
sion.  One  has  only  to  consider  how  important  a  function  is  per- 
formed by  the  Civil  Service  Commission,  both  as  the  selecting 
agency  and  the  one  empowered  to  protect  employees  in  their  tenure 
of  office,  to  appreciate  what  serious  consequences  can  arise  fnmi 
improper  or  inadequate  functioning  of  the  commission.  This 
may  easily  result  in  a  general  lowering  of  administrative  efficiency 
all  along  the  line. 

But  the  objections  raised  to  the  commission  by  the  group  of 
mayors  do  not  seem  to  be  valid.  In  the  first  place,  the  objection 
cited  by  two  executives  that  the  type  of  examinations  given  is 
not  suited  to  the  selection  of  candidates  is  chargeable  not  to  the 
commission  per  se,  but  rather  to  its  lack  of  technical  staff  and 
up-to-date  tests.  Tests  of  all  sorts  are  being  used  more  and  more 
widely,  both  by  alert  employers  and  a  number  of  leadii^  Civil 
Service  Commissions. 

The  second  chief  objection  that  the  commission  serves  as  a 
bulwark  for  inefficient  employees  is  not  valid  in  the  cities  of 
New  York  State.  In  many  cities,  it  is  true,  the  person  removed 
or  reduced  may  demand  the  right  to  make  an  explanation  in 
writii^  as  to  the  charges  brought  against  him.  This  explanation 
becomes  a  part  of  the  public  record.  But  this  is  no  deterrent 
in  bona  fide  cases  of  dismissal  for  inefficiency.  What  was  stated 
in  the  last  annual  report  of  the  New  York  State  Civil  Service 
Commission:  "  The  merit  system  is  not  responsible  for  the  retea- 
tion  of  incompetent  employees,"  is  generally  applicable  to  the 
mtinicipelitiea. 
There  is  apparently  nothing  inherent  in  the  Civil  Service  Law 
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that  makes  the  Civil  Service  GommiBsion  an  obstoole  to  good 
adxaiiiiBtration.  If  it  is  not  functioning  successfully  in  ooe  or 
another  of  our  municipalities,  it  is  prob^ly  due  to  lack  of 
fiziances  and  of  real  leadership.  As  a  matter  of  fact  it  will  be 
found  that  many  eivil  service  iifficers  who  are  in  charge  of 
portant  employment  functions  know  little  or  nothii^  about  em- 
ployment and  that  their  office  is  so  underataflEed  that  they  have 
only  long-distance  contacts  with  positions  and  the  emplt^ees 
filling  them.  Such  conditions  inevitably  result  in  unsatisfactory 
methods  and  give  rise  to  the  impression  that  the  commission  should 
be  eliminated. 

The  Committee  is  of  the  opinion  that  both  those  executives  who 
consider  the  Civil  Service  Commission  a  hindrance  and  those  con- 
sidering it  an  aid  might  make  this  agency  a  much  more  efEectiTe 
arm  of  the  administration  (1)  by  appointing  men  to  the  commis- 
sion who  are  acquainted  with  employment  and  problems  of  em- 
ployment, and  (2)  by  supplying  the  commission  with  sufficient 
funds  to  develop  better  methods  of  selection  and  placement,  and 
further  to  keep  in  closet  contact  with  the  work  of  the  varioos 
organizations  it  is  serving. 

Fourth.  Finally,  the  question  was  raised  as  to  the  feasi- 
bility and  ways  and  means  of  having  public  employment 
carried  on  as  a  special  function  of  adminiatration. 

In  the  main  there  was  no  pronounced  sentiment  in  favor  of  an 
employment  department  to  be  made  responsible  for  the  funetiona 
tuually  performed  by  such  a  department  in  private  enterprise. 
Only  four  correspondents  favored  it  outright  while  four  opposed 
the  proposal  without  reservation  and  ten  others  disapproved  on 
the  ground  that  the  group  of  employees  on  their  several  payrolls 
was  too  small  to  justify  such  a  division. 

This  latter  reason  for  disapproval  is  obviously  a  valid  one  since 
the  cause  and  jurisdiction  of  an  employment  department  is  the 
difBculty  of  maintaining,  direct  contact  between  employer  and  rank 
and  file  of  workers.  In  small  groups  such  an  intermediary  is 
clearly  not  essential.  But  investigation  goes  to  show  that  in  none 
of  the  cities  considered  too  small  by  Iheir  executives  are  there 
less  than  one  hundred  classified  and  unclassified  employees.  In 
the  largest  city  of  the  group  there  are  over  500.  This  naturally 
raises  the  question  whether  there  is  any  need  of  making  some 
ofScial,  or  some  agency,  responsible  for  supervising  employment 
conditions  where  the  total  number  of  workers  ranges  from  100 
to  500  and  more. 

The  Committee  is  of  the  opinion  that  a  certain  amount  of  cen- 
tralized supervision  is  advisable  even  for  groups  of  this  size.  The 
desirability  of  this  is  evident  when  one  considers,  for  instance, 
the  semi-independence  usually  enjoyed  by  administrative  officials 
in  their  own  department.    It  has  been  found  that  this  makes  for 

>  Cf.  Report  of  Committee  on  Civil  Service  of  tbe  Oovernmenta.)  Regeajch 
ConferetiM  entitled  "Oiaracter  and  Fimctioning  of  the  Municipal  Civil 
Service  CommiMionR  in  the  United  State*. "  ,  .  , 

I!  0,1,7,7,1  hy'CjOO^^IC 


296  Rspfwr  or  Special  Joint  CoiaamE 

ineqiialitiefl  of  pay,  of  leave,  snd  other  privileges ;  it  also  is  likelj 
to  cat  off  feasible  line*  of  promotion  from  one  divinon  to  another, 
thus  materially  redoeing  opportnnities  for  advancement  in  gov- 
emmental  work.  Lack  of  nnifonn  control  of  attendance  and 
punctuality  is  another  result  of  the  present  diatribation  of  nsptm- 
nbility.  All  of  these  thii^  tend  to  impair  tbe  morale  of  the 
force  and  to  make  difSeolt  tbe  apboildlng  of  soeh  an  esprit  de 
corps  as  should  be  met  within  the  pablic  service. 

Finally,  withoat  some  agency  made  responsible  for  peraonnel 
problems,  pl^sieal  woAing  conditions  can  easily  deteriorate  and 
lower  the  e£^ency  of  the  working  force.  All  too  little  attention 
is  paid  in  some  of  the  pablic  boildings,  for  instance,  to  tbe  mat- 
ter of  lighting,  both  artificial  and  natnraL  At  times,  even  cleanli- 
ness and  sanitary  conditions,  are  below  par  in  tbe  boildings  nsed 
by  the  pablic  employees.  Matters  of  this  sort  cannot  wisely  be 
left  to  tiie  vigilance  of  the  janitor  and  his  helpers.  If  n^lected, 
they  have  a  direct  bearing  on  the  efficiency  of  the  workers. 

The  implications  of  these  soggestions  do  not  entail  any  con- 
siderable expenditore,  if  any  extra  expense  at  all.  In  the  small 
cities  either  the  Civil  Service  Commisuon  or  a  saitable  employee 
already  on  the  rolls  of  the  office  of  tbe  chief  executive  could  be 
instructed  to  become  the  clearing  house  and  8U[>ervising  center 
for  employment  problems.  Undoubtedly  the  time  consumed  would 
become  a  profitable  investment  because  of  returns  in  the  form  of 
a  better  spirit  and  improved  efficiency.  This  is  no  longer  a  SDp- 
position.  It  has  been  widely  demonstrated  by  progressive  em- 
ployers both  in  the  public  service  and  private  industry. 

The  questionnaires  throw  little  light  on  the  preference  of  the 
mayors  for  the  Civil  Service  Commission  or  for  an  employee 
specially  designated  for  this  purpose.  This  is  not  so  vital  as  the 
recognition  of  the  fact  that  our  cities  have  an  employment  prob- 
lem and  one  that  calls  for  the  attention  of  a  competent  and 
responsible  person  or  agency. 

In  the  judgment  of  the  Committee  the<only  way  to  combat  the 
all  too-widespread  opinion  that  public  service  is  inefficient  service, 
is  by  approaching  the  situation  along  the  lines  indicated.  Just 
as  competitive  industry  justifies  central  employment  supervision 
in  terms  of  increased  efficiency,  so  our  governmental  units  may 
hope  to  inerease  their  returns  from  tbe  large  amounts  invested  in 
wages  and  salaries  by  adopting  similar  methods. 
Not  A  Subject  for  Legislation 

The  main  suggestion  this  Committee  has  to  offer  with  regard  to 
a  better  handling  of  the  personnel  problem  in  the  cities  of  the 
State  cannot  be  brought  about  by  legislation.  It  involves  the 
adoption  of  a  new  attitude  and  poli^  on  the  part  of  the  respon- 
sible authorities  in  each  city.  Once  they  are  ready  to  take  steps 
to  introdaee  business  methods  in  handling  the  city 's  employment 
policy,  it  will  be  a  simple  matter  to  provide  the  necessary  ma- 
chinery wherever  present  machinery  and  powers  are  inadequate. 
Id  accordance  with  our  policy  of  home  rule,  we  expect  tbe  cities 
to  taJre  the  initiative.  i,o,i,,  ,ii,CoO'^Ie 
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CHAPTER  XIV  — STATISTICS 
Scope  of  Study 

As  a  part  of  the  study  undertaken  by  the  Committee,  we  have 
made  a  careful  analysis  of  the  available  statistical  facts  dealing 
Ti'ith  local  government  in  this  State.  The  factors  to  which  we  have 
piven  particular  attention  are  population,  government  cost  pay- 
ments, values  of  taxable  property,  debts,  and  taxable  income.  We 
have  been  able  to  segregate  these  facts  for  each  county,  and  in 
Kome  cases  for  smaller  units,  and  to  distribute  the  governmental 
costs  in  accordance  with  the  general  functions  of  government.  In 
some  cases  we  have  reduced  the  figures  to  a  per  family  basis  so  as 
to  establish  a  rough  means  of  comparison  as  between  counties  of 
different  sizes.  We  have  compared  costs  and  debts  with  property 
values  and  with  taxable  incomes.  In  making  these  comparisons, 
we  have  endeavored  to  reduce  all  our  figures  to  averages  as  a 
means  of  eliminating  the  errors  that  creep  into  reports  as  well  as 
the  meaningless  fluctuations  from  year  to  year.  Where  it  has  been 
possible  the  averages  are  for  five  years  ending  in  1921.  This  has 
not  been  possible  in  all  cases;  the  income  figures,  for  example,  are 
for  a  single  year. 

In  order  to  make  the  picture  complete,  we  have  included  certain 
facts  with  regard  to  the  State  governmemnt.  These  have  been 
limited,  however,  to  such  statistics  as  seemed  necessary  to  build  up 
our  summary  tables. 

Limitation  of  Hatariftl  FreMnt«d  Here 

The  study  of  statistical  facts  was  carried  on  primarily  as  a  guide 
to  the  Committee  in  its  examination  of  local  government.  It  has, 
therefore,  seemed  wise  to  the  Committee  not  to  publish  the  many 
tables  and  charts  which  it  has  utilized  in  its  own  study  of  condi- 
tions. The  publication  of  these  tables  would  cost  more  than  ap- 
pears justifiable  under  the  circumstances.  We  are,  therefore,  con- 
fined to  the  presentation  of  summary  tables  and  to  the  more 
important  facts  only.    We  regret  that  this  is  necessarj'. 

ArraDgemeDt  of  Material 

As  a  matter  of  convenience  the  statistical  material  is  divided  into 
the  following  sections. 

A  —  TnE  State. 

B  ^  The  Counties. 

C  —  The  Towns,  Villages  and  Cities, 

P  —  SrMMABT., 
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A  — aZ^KAL  STATISTICS  OF  NEW  YORK  STATE 

aovEKNMEirr 

Although  this  investigation  has  primarily  concerned  itself  with 
the  cost  of  local  government,  it  would  hardly  be  complete  without 
a  brief  examination  of  the  State  government  itself.  Table  I  pre- 
sents figures  showing  the  population,  property  valuation,  cost  o£ 
the  State  government  and  the  State  debt  for  1917  through  1921. 

It  is  evident  that  the  full  value  of  taxable  property  is  Increasii^ 
at  a  faster  rate  than  the  population  and  that  the  total  government 
cost  payments  of  the  State  are  increasing  at  a  still  more  rapid 
rate.  The  net  debt  of  New  York  State,  on  the  other  hand,  has 
decreased  quite  materially  since  1919, 


TABLE  I 
StaU  Gopemment:     Populalimt  and  Fimaicud  SbUMa,  I917^iset 

Year 

Population 

Total  full 

value 

tvcable 

■property 

Net  debt* 

Total 

coat 
pajiDenta' 

9,966,304 
10,105,584 
10,244,864 
10,384,829 
10,524,109 

114,704,772,328 

15,015,074,548 
15,396,068,024 
15,700,891,319 
17,382,164,029 

$135,621,981 
141,093,530 
143,620,214 
124,704,989 
114,783,007 

73,167,82!' 

'  Data  furnuhed  by  the  Comptrollei.    Education  is  included. 

*  At  the  cloee  of  the  fiscal  yean.     The  Gross  Debt  less  Sinldo^  Funds  and  the  Cash 

B  —  CODNTT  GOVEKNHENT 

In  the  study  of  county  government  only  57  of  the  62  counties 
in  the  State  have  been  considered  in  detail.  Five  of  the  coun- 
ties correspond  to  the  five  boroughs  of  Greater  New  York  City  and 
as  that  city  performs  the  greater  part  of  the  functions  ordinarily 
performed  hy  the  counties  the  conditions  in  these  five  counties 
are  so  different  as  to  make  them  incomparable  with  the  others. 

Clusification  of  Ootmties  on  the  Basis  of  Popiilstioii 

To  faciltitate  comparison  of  the  counties,  they  have  been  grouped 
into  four  classes,  depending  on  the  relative  percentage  of  urban 
population  in  their  total  population.  By  "urban"  population  is 
meant  the  population  living  in  incorporated  cities  and  villages  of 
2.500  or  greater.     Population  outside  these  areas  is  designated 
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In  Table  11  is  given  infonuation  regarding  the  relation  of  gov- 
eroment  cost  payments  and  net  debt  to  taxable  income  and  pro- 
pert;  for  each  of  the  sizty-two  counties  in  the  State.  Unit  ,com- 
putations  are  made  only  for  the  flfty-seven  comparable  eoonties. 
This  data  may  be  classified  into  five  general  types  of  information, 
as  follows: 

1.  Area  in  square  miles  and  population  of  the  counties. 

2.  Major  sources  of  governmental  revenue. 

3.  Government  cost  payments  and  net  debt. 

4.  Analyses  on  bases  of  per  $1,000  value  of  taxable  prop- 
erty and  per  $1,000  of  net  tax^le  income. 

5.  Analyses  on  basis  of  the  hypothetical  family  of  five. 

The  area  and  population  are  listed  in  columns  2  and  3,  respec- 
tively. Sources  of  revenue  are  listed  in  columns  4  and  7.  In  the 
first  is  given  the  average  value  of  taxable  property  in  each  county 
for  the  five-year  period  1917  to  1921,  inclusive.  In  column  7  is 
listed  the  net  taxable  income  for  each  county  for  1920,  the  only 
year  for  which  this  information  was  available.  In  columns  5  and  6 
are  given,  respectively,  the  average  government  cost  payments  for 
the  period  1917-1921,  and  the  average  net  debt  of  each  county 
for  the  same  period. 

Then,  in  columns  8  and  9  the  average  government  cost  payments 
have  been  analyzed  in  terms  of  per  $1,000  of  net  taxable  income 
and  per  $1,000  value  of  taxable  property,  respectively.  The  aver- 
aste  net  debt  is  analyzed  per  $1,000  value  of  taxable  property  in 
column  10. 

Four  analyses  have  been  made  with  the  family  of  five  as  the 
unit  of  comparison.  The  average  value  of  taxable  property  per 
family  appears  in  column  11 ;  the  net  taxable  income  per  family 
for  1920  is  listed  in  column  14 ;  and  in  columns  12  and  13,  respec- 
tively, have  been  computed  the  per  family  jrovernment  cost  pay- 
ments and  average  net  debt  for  each  of  the  fifty-seven  counties. 

One  method  of  comparing  information  like  that  given  in  the 
table  is  to  put  it  on  a  common  basis  and  then  to  find  the  ranges 
and  the  frequency  distributions  of  the  arrays  of  figures.  This 
common  basis  is  provided  by  analyzing  the  material  with  the  per 
$1,000  value  of  taxable  property,  per  $1,000  of  net  taxable  income 
and  per  family  as  the  units  of  comparison.  The  ranges  and  dis- 
tributions to  be  found  in  the  several  columns  are  discussed  in 
the  following  paragraphs: 

Column  8  —  GoTenunental  Cost  PaTments  per  $1,000  of  Net 
Taxable  Income. 
The  New  York  State  net  taxable  income  figures  for  1920,  allo- 
cated to  the  respective  counties  from  which  the  incomes  were 
reported,  permits  us  to  get  one  aspect  of  the  burden  of  county 
government  in  relation  to  ability  to  pay.  This  is  shown  by  com- 
puting the  costs  on  the  basis  of  every  thousand  dollars  of  net 
taxable  income  reported  in  each  countv.  ,  -  i 
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It  is  evident  from  this  analysis  that  the  great  bulk  of  the 
counties  are  grouped  in  what  approaiAes  a  normal  distribution 
from  $6  to  $24  for  every  $1,000  reported  as  net  taxable  income. 
There  are  three  exceptions  to  this  where  the  burden  is  greater  — 
Putnam  with  $31.80,  Nassau  with  $40.40.  and  Hamilton  with 
$54.50. 

Oolomn  9  —  OoTernment  Octet  Paymenta  per  $1,000  Value  of  Tax- 
able Property 

When  we  look  at  the  cost  of  county  government  from  the  point 
of  view  of  its  burden  on  property  values,  we  find  that  the  varia- 
tion is  much  narrower.  The  go\'emment  cost  payments  per  $1,000 
valuation  of  taxable  property  vary  from  $2  to  $5.50  with  alt  but 
three  counties  under  $5. 

In  six  counties  the  cot^t  is  from  $2  to  $2.50  per  $1,000. 

In  ten  counties  the  cost  is  from  $2.50  to  $3  per  $1,000. 

In  eleven  counties  the  cost  is  from  $3,  to  $3.50  per  $1,000. 

In  ten  counties  the  cost  is  from  $3.50  to  $4  per  $1,000. 

In  seven  counties  the  cost  is  from  $4  to  $4.50  per  $1,000. 

In  ten  counties  the  cost  is  from  $4.50  to  $5  per  $1,000. 

In  one  county  the  cast  is  from  $5  to  $5.50  per  $1,000. 

In  two  counties  the  cost  is  from  $5.50  to  $6  per  $1,000. 

Colnmn  10  —  Net  Debt  per  $1,000  Value  of  Taxable  Property 

Another  light  is  thrown  on  county  indebtedness  by  showing  the 
net  debt  of  each  county  in  relation  to  the  taxable  property  in 
each  county.  One  thousand  dollars  worth  of  property  is  taken 
as  the  unit,  and  the  net  debt  burden  on  this  property  calculated. 
The  variation  is  from  nothing  (in  fifteen  counties)  to  $19.20  in 
Hamilton  county.  In  most  of  the  cases  the  debt  is  lesn  than  $t. 
and  in  all  but  six  cases,  less  than  $10  per  thousand"  dollars  worth 
of  property.     The  following  have  the  largest  debts  on  this  basis: 

Albany    $10  80  per  thousand 

Nassau    10  80  per  thousand 

Rensselaer    11  30  per  thousand 

Franklin    11  60  per  thousand 

Westchester   14  30  per  thousand 

Hamiltou    19  20  per  thousand 

Column  11  —  Value  of  Taxable  Property  per  Family 

In  per  family  value  of  taxable  property,  the  counties  show  a 
strong  ten<lency  toward  concentration.  In  fifty-two  of  the  fifty- 
seven  counties  the  property  per  family  varies  between  $3,000  and 
$7,500  and  in  only  three  of  these,  Clinton,  Washington  and 
Franklin,  is  the  value  below  $4,000.  However,  there  are  five 
counties  in  which  the  valuation  is  exceptionallv  high,  ranging 
from  $8,000  to  $12,S00. 
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In  the  case  of  Suffolk,  Westchester,  Nassau  and  Putnam  coun- 
ties, the  reason  is  undoubtedly  because  of  the  proximity  of  New 
York  City.  In  the  case  of  Hamilton  county  where  the  valuation 
is  the  highest,  it  is  prohably  due  to  shrinkii^  population  and  to 
the  fact  that  a  considerable  amount  of  property  consists  of  State 
reservations. 

Colsnm  12  —  Oovemment  Cost  Paymentt  per  Kunily 

In  the  total  cost  of  county  government,  we  find  a  variation  from 

$9  to  $57  per  family. 

One  county  has  annual  coats  less  than  $10  per  family. 

Thirty-seven  counties  have  annual  costs  between  $10  and 
$20  per  family. 

Sixteen  counties  have  annual  costs  between  $20  and  $30  per 
family. 

One  county  has  annual  costs  between  $30  and  $40  per 
family. 

One  county  has  annual  costs  between  $40  and  $50  per 
family. 

One  county  has  annual  costs  between  $50  and  $60  pet 
family. 

Putnam  with  $33,  Nassau  with  $41.98,  and  Hamilton  with 
$56.58  are  the  three  highest  cases. 

Colnnm  13—  Net  Deht  per  Tanalj 

In  the  distribution  of  counties  according  to  the  county  net 
de^bt  per  family,  our  attention  is  called  to  the  fact  that  in  fifteen 
counties  there  is  no  net  debt,  and  that  in  only  6  counties  doas 
the  debt  exceed  $40  per  family.  Hamilton  county  stands  out 
prominently  with  a  per  family  debt  almost  twice  as  great  as  that 
found  in  any  other  county.  The  names  of  the  six  counties  ha^-inp 
the  frreatest  per  family  debts,  follow: 

PrankUn $45  10 

Rensselaer    52  90 

Albany   57  20 

Nassau    120  30 

Westchester   134  60 

Hamilton    240  10 


Coloom  14  —  Net  Taxable  Income  per  T&mjlj 

The  counties  reveal  considerable  variation  in  the  matter  of  the 
averajre  net  taxable  income  per  family  reported  in  1920.  They 
range  from  $1,000  to  $2,200.  In  fiity  counties  the  income  is 
between  $1,000  and  $1,500.  In  the  remaining  eight  counties,  it 
mns  from  $1,500  to  $2,100.  and  in  the  five  counties  of  New  York 
City  it  amounts  to  $2,200. 
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0  —  TOWNS,  YILLAGES  AKS  CITIES 

In  making  its  study  of  towns,  villages  and  cities,  the  Com- 
mittee has  not  been  able  to  examine  all  units  as  has  been  done 
with  the  counties.  There  are  932  towns  in  the  State,  471  villager 
and  59  cities  (1920),  The  detailed  analysis  of  these  units  has 
been  made  on  the  basis  of  samples  in  the  case  of  the  towns  and 
villages. 

This  study  throws  considerable  light  upon  the  shifting  of  popu- 
lation to  which  attention  has  already  been  called  in  Part  I  of 
this  report.  In  1920  there  were  2,298,028  people  living  in  the 
towns.  Of  this  number  854,388  live  in  villages,  leaving  1,443.640 
people  living  outside  of  cities  and  villages  in  the  State  of  Xew 
York.  Of  the  112  towns  in  our  sample,  86  show  a  decrease  in 
population  in  the  ten  years  ending  in  1920.  An  examination 
shows  that  almost  all  of  these  are  the  smaller  towns  in  our  group. 

Substantially  the  same  situation  exists  among  the  villages,  if 
our  sample  of  100  villages  is  a  fair  indication  of  conditions  in  the 
remaining  371.  Over  half  (54  per  cent)  of  the  villages  have 
decreased  in  population.  And  here  again,  it  is  the  smaller  vil- 
lages which  show  the  decrease. 

When  we  come  to  the  cities,  however,  the  situation  is  verj- 
different.  In  the  57  cities  which  were  incorporated  in  1910,  the 
population  increase  has  been  18.6  per  cent.  The  entire  popula- 
tion increase  in  the  State  from  1910  to  1920  was  1,271.613.  Of 
this  all  but  4,267  were  roistered  in  the  cities.  During  this  period 
the  fastest  increases  have  been  among  the  second  class  cities 
(19.8  per  cent).  This  is  in  spite  of  the  fact  that  Troy  shows  a 
decrease.  The  increases  in  the  first  class  cities  were  18.7  per  cent 
and  in  third  cla»s  cities  16.9  per  cent. 

The  tables  built  up  on  the  basis  of  our  statistical  analysis  for 
the  towns,  villages  and  cities  would  require  a  great  deal  more 
Held  analysis  before  it  would  be  possible  to  present  them  with 
comments  of  any  value.  The  gross  figures  derived  from  this  part 
of  our  study  are  summarized  in  the  following  section : 

D  — SUMMARY 

Aggregate  Expenditures 

A  resident  of  a  minor  civil  unit  such  as  a  village,  receives  cer- 
tain services  from  the  town,  county  and  State,  as  well  as  from  the 
village  area  in  which  he  resides,  and  likewise,  contributes  towards 
their  support.  For  this  reason  it  was  deemed  desirable  to  present 
information  about  the  total  cost  of  local  government  and  to  indi- 
cate, first,  the  relative  share  for  each  type  of  unit,  and  second, 
the  aggregate  expenditure  for  particular  functions  for  all  units. 
This  summary  will  be  found  in  Table  III. 

The  average  aggregate  expenditures  of  all  units  (excluding 
educational  costs)    for  the  period   1918   to   1921'  inclusive,  was 

1  FiffTirea  for   191T  were  not  arailable.  ,-  , 
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$320,506,477.'  The  percentage  share  of  each  of  the  onits  of  this 
amotmt  was  as  follows:  Cities  67.38  per  cent;  the  State's  Bfaare 
was  19.85  per  cent;  counties  6.00  per  cent;  towns  4.63  per  e^it; 
and  villages  2.14  per  cent.  It  should  be  remembered  that  ^proxi- 
^  mately  78  per  cent  of  the  State's  population  lives  in  citieB;  14 
per  cent  in  towns  (ontside  of  villages),  and  8  per  cent  in  villages. 

Computations  were  also  made  to  determine  the  aggregate 
expenditure  for  particular  governmental  functions  and  the  rela- 
tive amounts  spent  by  each  of  the  units  towards  these  items. 
^  The  protection  of  persons  and  property  in  the  aggregate  costs 
the  citizens  of  New  York  State  more  than  any  otber  single  item. 
Of  the  $66,929,586  spent  for  this  service,  80.76  per  cent  was  spent 
by  the  cities;  14.49  per  cent  by  the  State;  2.18  per  cent  by  'ul- 
lages; 1.55  per  cent  by  comities;  and  1.02  per  cent  by  towns. 

Next  in  point  of  importance  is  the  aggregate  amonnt  spent  for 
interett,  which  costs  $66,322,137  a  year.  The  greater  part  of  this 
C81.3  per  cent)  is  made  by  the  cities;  14.66  per  cent  by  the  State: 
2.12  per  cent  by  coimties;  1.2  per  cent  by  villages;  and  only  0.72 
per  cent  by  towns. 

The  cost  of  general  government  amounts  to  $52,993,159  each 
year,  about  I6-14  per  cent  of  the  aggregate  of  government.  Of 
this,  63.26  per  cent  was  spent  by  cities ;  16.28  per  cent  by  the  State 
government ;  13.27  per  cent  by  counties ;  5.71  per  cent  by  towns, 
and  1.48  per  cent  by  villages. 

The  next  most  important  item  in  the  cost  of  govermnent  is 
classed  as  charities  and  corrections,  and  amounts  to  $47,469,120  a 
year,  almost  15  per  cent  of  the  total.  Cities  lead  is  this  service, 
paying  43.58  per  cent  of  the  amonnt  so  spent;  40.24  per  cent  is 
spent  by  the  State;  14,43  per  cent  by  counties;  and  1,75  per  cent 
by  towns. 

The  cost  of  maintaining  the  highways  is  next  In  importance. 
This  service  costs  $39,084,283  a  year,  and  is  mainly  performed  by 
the  State,  the  cities  and  the  towns.  Thirty-four  and  se\'enty-Kix 
one  hundredths  per  cent  of  this  expenditure  is  made  by  cities; 
31.27  per  cent  by  the  State;;  23.21  per  cent  by  towns;  7.38  per 
cent  by  villages,  and  only  3.38  per  cent  by  connties. 

Only  $22,426,144  is  spent  annually  on  sanitation  and  the  pro- 
motion of  cleanlijtess.  This  is  especially  a  function  of  the  cities, 
as  seen  by  the  fact  that  96.61  per  cent  of  the  total  coat  is  reported 
by  them.  Villages  pay  2,32  per  cent  and  towns  but  1.0  per  cent. 
The  counties'  share  is  negligible  and  although  the  State  contributes 
in  a  small  way  to  this  service,  its  expenditures  for  sanitation  are 
not  s^p-egated  from  its  payments  for  health.  , 

The  promotion  of  health,  costs  the  citizens  of  New  York  State 
comparatively  little.  Only  3,33  per  cent  of  the  expenditures  of 
government  are  classed  under  this  head.  Here  again,  the  cities 
pay  the  larger  part  —  69.54  per  cent  of  a  total  of  $10,671,443. 
Counties  pay  13.33  per  cent ;  the  State  12.76  per  cent ;  towns  2.8 
per  cent  and  villages  1.57  per  cent. 

«The  aggregate  sum  and  component  totals  from  which  percenti^cps  were 
computed  were  obtained  from  the  Annual  report  of  the  comptroller  on  munic- 
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The  cost  of  recreation  is  relatively  unimportant,  as  it  amounts  to 
only  2.08  per  cent  of  the  total.  It  is  almost  entire^  met  by  cities 
—  only  5.55  per  cent  coming  from  the  State,  and  but  1.39  per  cent 
from  villages. 

Public  utUiiies  —  non-commercial  is  also  relatively  of  little 
importance.  The  total  amount  spent  on  service  so  headed  is  under 
four  millions,  only  1.24  per  cent  of  the  total.  This,  too,  is  almost 
entirely  an  expenditure  of  cities.  In  villages,  it  amoimts  to  onty 
1.18  per  cent,  and  in  towns,  to  less  than  one-half  of  one  per  cent. 
The  balance  is  limited  to  the  cities. 

Percentage  Distribution  by  Frmction 

It  is  of  interest  to  consider  these  total  expenditures  from  another 
angle.  Of  the  total  government  cost  payments  of  the  State,  13.56 
per  cent  went  to  provide  general  government;  15.24  per  cent  for 
protection ;  2.14  per  cent  for  health  and  sanitation ;  19,21  per  cent 
for  highways;  30.02  per  cent  for  charities  and  corrections;  15.28 
per  cent  for  interest ;  and  3.97  per  cent  for  all  others. 

When  the  sum  total  of  all  govermental  activities  within  the 
State  is  considered,  it  is  seen  that  from  the  point  of  view  of  cost, 
protection  of  persons  and  property  is  the  most  important  single 
item.  Interest  on  the  funded  and  temporary  debts  is  a  close 
second.  Qeiwral  government,  highways,  and  charities  and  correc- 
tUms  are  next  in  the  order  of  their  importance. 

Trend  In  Qovemment  Expenditures 

During  the  four  years  1918  to  1921  the  costs  of  government  in 
the  State  have  risen  49  per  cent.  The  following  table  shows  the 
expenditures  for  the  running  expenses  of  government  for  the 
various  unit«  on  the  basis  of  1918  equalling  100. 
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TABLE  IV 

Increaiei    in    Goremmentat   Cott    Paymentt  191S    to  1921 

1918   Equal*   100 

By  Government  Units                                               1918  1919  1920  1921 

State  go\'ernment    100  107  112             i'-iS 

Citien   (all  clanes) iOO  106  120             137 

TownB    100  122  15*             163 

VillageR     100  lOfl  124  14-S 

Counties    100  110  123  140 

ICclncntion    (all   nnit^) IOO  110  133  194 

Cities  by  ClaaseH 

Xew   York   Citv 100  104  118  13ti     ' 

Itoclicster    '. ^ 100  122  129  152 

Biiiralo    100  113  135  142 

Second  clasB  Htiee 100  110  12B  13!» 

Tliird    riftss   cities 100  113  129  U3 

Siimninry  ('ompared  with  Population  and  Taxable  Property 

Total  (.-oat  of  all  goverunient IOO  108  123  14!) 

Population    (estimated)    100  102  104  106 

Taxable  property    (full  value) IOO  105  107  lis 


From  this  table  it  will  be  seen  that  the  8t&te  expenditures  have 
increased  from  100  to  128,  or  28  per  cent.  This  is  the  smallest 
increase  made  by  any  of  the  units  of  government.  The  iai^est  is 
edueation,  which  has  almost  doubled,  moving  from  100  to  194, 
Expenses  of  all  units  have  increased  faster  than  population  or 
taxable  property. 
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